


JPRS 7635" 


22 sume '98' 


East Europe Report 


ECONOMIC AND INDUSTRIAL AFFAIRS 


No 2140 


[FBIS] FOREIGN BROADCAST INFORMATION SERVICE 











"> pee. -<@t. me co@tete® i newaetion pe vapr. + ffem feria 
wwe Ts’, Feri ewtleels emt beets, Bet cliee fren aewe egreey 
_'eeetiee- ome ot be wade oot e eter iea.« from fore lee .ce@eeer 
sootces ef Creme leted. Gheee from fngl et lLeageege eoetees 

ote (femeet li bed of ‘eer bated, igtes!) @eeeteg on 
the! Geetectetieticose tetetand 


See, etitet lel fepertte, amt Geter ie) est liceed i Se eetete 
‘Te eupelied by /7a5 Preceeeing tmblcotets eot® «¢ Teet) 
ieeerpet) 668 Oe Tiret Lie of eoe® item, of fellewieg the 

eet (tee of « Brbet, tethecete bew The origies!| teferanticen aoe 

rxeceeed Gere Ge preceeeteg badiceter te gives. Ghe tefer- 
eet oo wee ewttmerioed of cutrected 


-e. 2° Gomes Teme red sheeet ice! ir of trenelitereted ere 
oe coot 6° SeTeeteees. George of Semee preceded SY © Gere 
tie aerk emt eee loeed if gereetiheses Gere Get clear te the 
rigiee| Set bewe beet cupel bed a6 appropriate if contest 
chet eeettribeted pereethet ice. setes otthie the beady of o@ 
tom orletiaete wlth the eource Tere withie items are oe 

~Ttte 
> teete of Chae peblicetios tec a ear represeet che peii- 
°* owe of ett itwdes of the 5‘ Goweramret 


"2. 2S oF FS AT OS 


"eS oebl leettiees aew be or@ered from the Setioss! Teckhetceal 
~formet toe Serwice, Spriagfiiclé, Viegieta 227161. te evder- 








: ' te fecemmended thet the 755 qumber. titic, Gate ond 
sethor. if applicebdic. of publications be cited 

ertest JPRS publications sre ensowneed is — — 
— semi-mgoeth!y by che Net tons t : 
Toformetion Serwice, ead ore listed ic the — — 
— by the Superiat > 

weects, 0.5. Goweremeet Priating Office, Gehiagtes, B.C 
7060 2 


indexes te thie report (Sy Bewword, suether, perecesl cames, 
title end eertes) ere evelleblie froe Bell & Sowell. Old 
eeticlé Qeoed, Wooster, Gic 666). 


Correspondence perteiaing to aptters other thes procereagrst 
ay ~ eédreserd to Joiet Peblicetions Bescarch Service, 
10) Sorth Glebe Qoeed, Arlingtoe, Virgiaise 22791. 


















































EAS’ CUROPE REPORT 
ECcOmOmiC amm leDUST@IAL AFFal as 
Bo. 2148 


Con TENTS 


+ Sea) oe | 


bew Picame Le. Directivee Diecweed 
Seep leler Soorek, LABOURER SOGPOOMMETY.. Bee, LR jj ccc cucu 


Pectors Determining Policy. ty Albis Plocice 
levesta@ert Policy for . 981-1905, oy Aruadiass Wolowcnyt 

Commi taeet, Preesiag of levestaents, by Jan Meci eve 
Review of Policy, Priorities, t Stee iale Lewi a! 


— i = [Iii = BE - 64) 


a5 











= | wee LAL DIREC TI VS 2D eee 
hep PLAPOWREE SOBPORAAETYVE of Coee® Se ¢. 198) p 2-H 


Betccke Oy Bee Starieler Goweewe. Pederel Fimence Sieietry 
ietiers*” 


eat” Pact of er facet Steamer 6° he ephemerteticn of the Set of Seesures for 
Mpt owe the Planeed Semeeete oc Sypetem of the Betiane, Soomamy After 1980) See Sere 
th .Seeeter Of Gee Lege. fegelet some well’ a6 of | Jeteery 197). Several of theee 


ate (on@emecte.. samr.y 


~ 0? Gowercmeet Or 161. 1900. Loews of the CoecRosiowest Socialist Bege®iic. 
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techr.cel Gewe Lopaeet: 


Decree 164 1980 of the PeGecael Finance Binietry. Lewes of the Ceechoslowet Socialist 
Repedi.c. Commerning the finemcing of eorting capital: 


~-Geccee 16571900 of the Pedecel Finemce Sinietry asd the Ceoetrel Cowscil of Trade 
o.ome. Lewes of the Caectosiowese Socialist Republic, comeersing cultural and social 
services fwmds. 
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of the iefleence of this system o efficiency and qeality. 
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“-@ Come eter of the specific comditeome of fiunerciel Senegemert if certeir sectors. 


Teter ficet lore tb the fieeneciel senepeeeet system of VA) and 
ù D>: . eee COPetitetes ome of he segeificamt Geses for the further Gevelopmret and 
more «ffi ceent cpetetoce of *hoereschet ot VA) and eoterpe ises. 


St eme theo. ng Eoeresctet Cherecter of Financial Remegemect Systee 


The Se8ic *hoeresechet «lemeet ic the financial semegemect syetes of VA and enter - 
peliers .f th imeteesed sccoertaebality ame jerisdictioe of the VI) and its iadepeedeace 
it fimercial ———— especially ic the crestice of profits. Ge the 

om Send. th Set of Seeseres See prowided for = sacreesed role for profits is 
financing the seeds of the VES and this iacreesed seilf-fimesciag of reqeiremgerts e111 
oerwe to totereify ite ieterest is the creetiam of profits. This is sided is 6 

oumter of ware Dy the sew Sofi ficetiome ic fimeeciel Senegemeert : 


--gurpivs efter peotit cietc.Swtsems, i.¢.. sBove-plee serpleses,. of seutilised 
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TM ftollowine Seve ——— ot the VA) level according to 
SF ower omer” of Cu nemee Comeersing VS and eoterpeise financial Senegeernt 


Pema. Abect ing the Financing of Bequirements. 


Cemetructson fad foc (.eene Ose Some Lowwetmrets (41) projects with ower Eee 4 
Piliscoe i SOe@eeted coete). It ce formed fram established resources scoorging to 
fimerciel pit thas fend esieted eatiie: . 


Rewoiving Purd co [a™Nemee eoreine capetel. iIncreeses are Cowered Sy established 
peccerteoes of profits (sleo egisted earlier). 


Tectet.ce. ewelommect Puee: to finance somcepitel empenditures for scientific and 
tect ice. Gewelopmert it os tocmed fcom costs. It Bas exieted previcesiy. Set its 
mecr it .¢ ene sigmificermce is increesed. 


“oer Peet lormed (com profit Gistricoetioms («2 perceetege established by the 
pier, esd ‘rom othec cescerces end profits remeining with tee WA) ot the end of te 


veec ot Bee eel eted prewlously. Set its esebality will increase substantially. as 
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Base Purd “Teetec by certa:c. especially trade, cogamitstsons: 
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[ep isce@ec*t fond. 


M@dit some. fends me, 2leo Se Creetec sccoréing to af established approsc®?. 
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ewe lopmret Puet cewly of penieed: serves to finance «4 pert of VL Lowretaret: 
\prejects em@er Gee 2 aechinery ent eqeigpmret aot included if the Sudeet 
fot # Qesl@ene finerced (rap the te-howse fimencial resources of the WA); 


wet ‘or Beterial lemeetiwes foe Baperte: sewly crested. and oniy at the VW lewei: 
oer ers te Peowe@e Seterial inoertives for efficsent empercts eccorging to + pert souler 
ecele and suber estaedl.ebed comditions: 


eEpeosetioe Pert .t Bee euieted previously. Get sow 
are chere.e@ (Sesicelly lLompred) io Commecticon eit® aew 
th Ger ogret of eee" reecurces. 


7.8 COMPTeheseive syete® of funds is crested by the VW) ecoording to the legal 
re@quletions The ©oterpe ieee withie the VW fore 
eewer. scceor ging to the beeel regeletianms there 
fonts or@erinet .° em terpt ieee. ot the same tum thet + 
the comfitioms for the creetian of culterel end saciel services funds for both the 
Va and ite emterpr ieee. 


Standing ent Teet of WAS ic Finencial Senegemernt 


In Commectiom Sith the eregesl Seilding of the Wi? 

‘he ecterort ioe Saenecemerr* emmere. and with the Gere lopment 
‘es Seer ef increase it the sccoertebility end jer isdsctice 
ù — It hee Secome the subject of reletianshipes to 
oem. .¢ Seb 8 Compreheneioe financial Senegement syetes 
ésctsor to manege the financial senegemert of enterprises 
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Tis sew element in the VAY financial Senegement ⏑⏑, ehic® is the 
ole VES to thoereschet. is felly jestified by the requisite Gewelopment of inte- 
atetioe of the pra@ectioe tectmical Bese into larger wmits wich cocrespond to current 
weeds. It te Geetened to increase the effectiveness of the infleence of financial 
seneor=en* of the semecemert efficiency of the VA) as «2 whole and om its cometituent 
erterprises. ir this reseréd. greet significance is sttaeched to the organizetice of 
their .otermel financial celetioms, the so-called financial senegemert of individssl 
erterpr ieee. end eapecially the organization of the financial ties between the VEL 
end ite ewterpeises. This orgenigetion is « compoment of internal thorreschet 
reletiome. which ewe © Gecisive importance for the efficiency of thoereschet withir 
the VAL. 


The oew financial cegeletioms related to the abowe comsiderations ere Desed on the 
fect thet there gest Se — certair and sefficiertly effective system of financial 
manecemert of the enterprises within the VE). The mein principles of financial 
menecemer* ore Comtained directly in the generally Dinding financial regulations. 
Seterprise financial menecement is further modified by ecomamic production emit 
statetes. The organizetioe of financial reletions within « VAJ has also been 
elaboreted if Fhoereschet Principles for VE) and Exterprise (SO0SPODARSEE NOVINY. 
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supplements 46 and 4° 1960 Me tet #8 Ube Cinema, Chee betwen the VA ane ite 
Saber [Mate e8tel Pl iets afte oommernec. “he greetest segnificance is possessed by 
(he Ow8ttelisetiom of some -cotite ané the writeot’fis for capital equeipmeet {rom the 
eoterpriee to the WS. Th.) te «8 Setter of applying « por of prot 
catty.ee Get trameters to the state Sedget for the Vy as 
catioe of « pert of "he protite and eriteedts of capital eqeapaeet to Vi) funds 
te fee. etritwtion amoeg the enterprises within the The 
also directly estadlie® the Sesec gudificetions for this cents 
tritetsor of financial feeoerces. They Geal wit® such fundemertal aetters a6 the 
P.ammed cheracter. efficent form, and stimletive charecter of the estab. i.shment 

of these celeteome, the re@uction of Comtrery gowements by financial resources, etc, 


Mew Bic. f.ceat.or of Beg@e.rement Fineamcing by VA end Epterprises 


The be ic Se} clem@eete of WAS and emterpreise financial senegement. semriy. the 

inci eased Percentage of io-Dowee finamciog of thesr needs, the increased efficiency 
of the financial fends. ete... soflwence the geaems for financing individual types of 
reqe.cements of the VD and enterprises, especially the finencing of epitel stace 
replacement. the Gewe lopment of science, technology. emé worting cap. ‘«.. 


Finamcing investments 


This is the eres thet will au@ergo the Smet substantial changes in Comparison with 

the Corremt Siteatioe (Ordinance 162,/1980. Laws of the Crechoslowat Socialist Republic). 

The Perpoee of the godificetions is to strengthen the 

syste® of imwestment efficiency among other things. Sy increasing 
=ses investments 


im-hoese VEL and ecterprise rescerces to finance . and dy seeing to 
it thet the @ajor portion of the inmwestment of the enterprises of the VJ are 
appiiec directly to profit gemeration. Generally speeting, the fulfillment tect- 


of 
nical and eComomic criteria is becoming gore evident as a binding comditic: for 
imwec*ment {imancing. 


New iLowestment is Deing financed from two funds--the comstruction fund and the 
oe we Lopaeert 2 oS 

--The comst: fund famences all comstruction projects of gore than ics 2 
Silisom of Duds ! costs, Of most investment projects. The sowrces of the com- 


structsom fund are sllocetions from profits, allocations from capital asset write- 
offs. em sllocetiom from «8 supervisory agency or a subsidy from the state Sudget, 
anc .* som ceases eéditiomal financial resources according to legal regulations. 
Resource el.ocetioms for the comstruction fund are established in the financial plan 
of the VEO enc its enterprises. The CSSP covermment has approwed new principles 

for the crertine of subsidies from the state SBedeet for investment purposes, anc 
whic? Sewe Substantially lamited these subsidies. The bant provides an investment 
credit for inwestments financed from the construction fund. 


--The ‘welopment fund, which belongs among the material incents 
oomstrectiom projects under Ecs 2 million of SDudgeted costs, 
and eguipmert sot included inthe Dudgets of Comstruction projects, that is, invest- 
Ments whact are critaceal to rapid and efficient comstruction, modernizat: 
techmical procress in preaduction. The development fund is generated 

profits and capitel asset writeoffs based on specific standards, whe 











(com peotite i6 Cart.es owt only aporm the fulfiligent of certain comgitioning indi- 
cetor: Th lege. regeietions prowiee foc epecific supplementary aliacations to the 
Geve _apmert tum. for instance fram peice commessions granted to high quality. 
tashiomeD.c and technically progressive progects, fram the fund for material incentives 
fot e=pects an¢ some others. The bent 2180 Grants an investment credit for invest- 
maeotes from the Gewelopment fund. The Gewelopment fund is organized basically in 
imGustrial VS. in the in@ustrial enterprises of certain other sectors, in certain 
cometructiom-oc those for agricultural supplying ané purchasing 
amd 10 @DTOTPTASES Prowiding technical services to agriculture. Where 2 deve lopment 
func bee Sot Beer orgenizec,. a1] inweetmerts are financed from the construction fund. 


A &edOt Portion of inweetments (30-65 percent in industrial sectors) comes into direct 
oOmtect wit? the economic performance of a VJ and emterprise through th<«e sediam of 

the Gewelopment fund. Sowewer, the VJ and ite er erprises gust always fulfill the 
eStabliehed techmical and economic criteria for Lhe atrangement of an investment 

tram the Gewelopment fund, af these are established by its supervisory agency. if 
these criteria ere not fulfilleé (for instance, the etilization of existing capital 
stoc*. the Shere of mogernitetion in owerall inwestments, the task of retiring 
anmeeced and ehueseabdle machinery Capital stock, etc.),. neither the VJ nor the 
epterprise my atrange for financing fram the Gewelapment fund, ewen when this fund 
nes Sufficient tinancial resources. 


This Sew @ethead of inwestment financing ifs not the sole influence on investment 
efficiency A cwmiber of Measures in the owerall complex of the Improved Planned 
Maneoemert System are focused on this a:ea, for instance the application of pro- 
Guctiom-aseet profitability in the system of material incentives, improved results 
from the integration of the consequences of inwestments into the economic performance 
of the VA and its enterprises, a creater emphasis on profits generally, etc. 


The mew regulation concerning the financing of the replacement of capital assets, in 
eGditiom to the abowe Seasic chances, a number of séditional separate, but significant, 
modifications which lead to an owerall strengthening in the efficiency of the systen. 
Por the time Deine, there has been no chance in the lecal modification of the fac- 
torine end peymert for inwestment wort and Geliveries, an area where it is likewise 
necessary to resolwe problems commected with the efficiency of this system. It is 
expected thet the relewant ordinances will be updated within 2 years. 


Financing of Scaentific and Technical Dewelopment and of Working Capital 


Recardine the financine of noncapital expenditures for scientific and technical 
Sevelopmert (Ordinance 1613/1980, Laws of the Crechoslowak Socialist Republic), the 
followine fundamental chances may be cited in comparison with previous legal mod:- 
ficetions: 


--the importance of the technical development fund is increased as the sole source 
in the enterprise sphere for the financing of technical development; this fund is 
organized by the VEJ and is cenerated based on expenditures; enterprises create 

such a fund only om the basis of 2 Gecision by the VE), and a secto"ial technical 
development fund is organared at the central sectorial agencies and is generated from 
transfers from the technical development funds of the conmstitwent VSJ; 

















“=the financing of erterprise technical dewelopment efforts through the creation of 
reserves tor these costes has been eliginated; 


~"feeearch and Gevelopment wort is financed under the following conditions: 


~-theat the preliminary calculations of the research and development tasks of the 
whole project are approved, 


~=that in Cases established by the legal regulations, wholesale price limits for 
& future prodect ané cost limite for a new technology have been approved, 


-=that the implementing organizations confirm that insofar as economic advantages 
ecctee tO their manegement activity from the recalculations of economic efficiency, 
that these will be reflected ower a certain period in their financial plans; 


-=the method of financing expenditures for technical Gevelopment from the state 
budget i6 Geing modified in sccordance with the new budgetary makeup. 


Comoernane the financing of working capital (Ordinance 164/1960, Laws of the 
Crechoslowat Socialist Republic), there has not been such a great change in financings 
methods. Among the most fundamental changes in this sector are: 


— new Gefinition of regulated inventories and a new classification of working 
capital anc inwentories from a financial viewpoint; 


--the organic incorporation of inventory turnover time indicators into the system 
of plannine and financing inventories; 


--the comsistent financing of inventories according to the established indicator of 
the revolwine fund as a percentace of inventories; 


--the poss.bility of transferrince .esowrces (under precisely established conditions) 
betweer the rewolwang fund and the development fund and vice versa. 


Chances in Generation and Utilization of Cultural and Social Services Fund 


Accordine to the new ordinance of the Pederal Finance Ministry and the Central 
Cownceil of Trade Onions (156/1980, Laws of the Czechoslovak Socialist Republic), 
there will be sicnificant changes in the cultural and social services fund, a func 
which ic elrea@y tnown in current practice as an effective instrument of collective 
material incentives. The chances are above all in the area of its generation, and 
serve tO increase its effectiveness. The new legal regulation includes these basic 
mociftications: 


--the basic allocation is established in the amount of 0.8 percent of wages paid out, 
anc Mest amount to at least Ecs 300 per employee per year; 


--the maximum upper limit of allocations to the cultural and social services fund 
from ecomomic organizations may now amount to 2.8 percent of the total of wages paic 
owt in those orcenizations which hawe a fund for material incentives for exports; 

















~"ian e@dition to the basic allocation (0.8 percent), an organization may gain 
supp.e™mentary allocations of up to 3 times 0.4 percent of total wages paid out 
(making the lamiat 2 percent) upon fulfilling established conditioning indicators; 


~-above the 2 percent level, the organization may gain an increased supplementary 
sliocation of 


~~up to 0.4 percent of wages paid out from price concessions for high quality, 
fashionable, or technically progressive products, and up to 0.4 percent of wages 
paid out from the fund for material incentives for exports, 


--an cases where price concessions do not apply to an organization, the increased 
Supplementary allocation of up to 0.4 percent of total wages paid out may be awarded 
vpom fulfiliment of another esteblished indicator which clearly relates to the 
etficiaency, technical progressiveness, and quality of work of the organization; the 
ellocation from the fund for material incentives for exports may not be replaced by 
anything. 


--the following conditioning indicators are established for the supplementary allo- 
cation (3 tames 0.4 percent); 


--profits, or Costs as a percentage of total output, 
--labor productivity measured according to acjusted labor value added, 
~-Gelivery Stiucture, or the consumption pattern. 


The second and third indicators nay be replaced by other indicators sp-cified by the 
legal regulation in cases where an organization is not gowerned by the indicators 
Gescribed above. 


The cultural and social services fund is created by the VE) and the enterprises 
(within the VBI) in a way directly established by the legal regulation, and so 
thet the major part of the cultural and social services fund is created by the 
enterprises within the VBJ with no tie to their results as a wholr, while a part of 
the cultural and social services fund is created by the VJ (or the cultural and 
social services funds of the enterprises may be strengthened) . 


Allocations to the cultural and social services funds from budgetary and contributory 
orGanizations amount to @ maximum of 1.7 percent of the yearly volume of wace resources, 
at the same time that the basic allocation amounts to 1 percent and 2 supplementary 
@llocation to 0.7? percent (given the fulfillment of the ma.n goals of the organi- 
zation : for national committees and the budgetary and contributory organizations 
manaoed by them the basic allocation also amounts to 1 percent, and the supple- 

mentary to 0.5 percent, bet this may be increased to 0.7 percent of the yearly 

wolume of waeoe resources from the reserve and Gevelopment fund of the relevant 

national committee. 


Recarding the use of the cultural and social services fund, there have been some 
important changes, the most basic of which is an increase in the jurisdiction of 
sniom organizations in the management of the resources of the cultural and social 
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as AS AOU TELAS TRADE EELATION DESCRIBED 
bedepest FICTELS te Bemgerion & 16. © Mey G1 pF 


Attlcie by Der James Ee.emewice “Wamgertem-Aestries Trede Aelations. Crowing 
tape rte Lower beticice™) 


‘Teet Auetria te the Bungeriae People’s Republic's only 
o@pitellet selghmer. for thie reasee, Bungery's relations with Austria--te they 


of meo.icloal, celteral-eehemeif_ic., er of commercial seteure--hewe « aerbet signifi- 


ame 
Signe of Greamic Gewelcopmente is owr cowmtry's ecomomic end trade relations with 
the Bepe@iic of Awetria were perticulerly ewidest is the course of the past 10 to 






\S ears. Ae om ememple, betweee 1965 ocd 1975. the wolame of 
seetcaiiy trebled. The peer 1974 was paerticelerly significant, 
veer Songery became Acetria's cumber ome trediag perteer — 
‘reower, Aeetrie alee became one of cor country’s amet signif 
partoers. 



















jimce the ahe-1 9790's, Rowewer, «2 cumiber of aefeveraed) 
appeered io this relationship. These ere commected 
tetopeet ecomemic recession sad the consequent éeci 
with che teriff restrictions epoe the socialist 

aeabereshie io the FTA. & ome com Geny thet Aust 
policy toward the soctaliet etetes. iacladiag our 
ewer sine Jameary |. 1975 Bumgertian taports heve 
\.e., ©). Q@emeticetive limitetions Sewe Sees 
=~cel et “eed@ereement evetee.” Goth couetrics ore 
welp ‘os vemewe wertoes ligitetions te the expens 


Dering the 1970 '« @ungerise-Auet rise 
erowth. eed che walee of this trede 
heetria wee the recipiest of about 2. 
Toder thie cetice te showt SE. This geamse thet curresti owr 
=e imperteet eepply aerket (after the Sewiet Oeics. Sest Germany. the Ge, 
Ceechoslowetie end Itaiy). Sotwithet ending our 
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oumtry's perttheipetion te Austria's foreige trede is ot 
the JT werk. te be wery Gepertaeet te euphesioe this because © 
proaieity thet cam play « Gecteive ro 

All we hewe te @ te te potet owt thet the 
ow? @etues deliwertes be were Might (e.g... elamtioum ouide 
» Tepe, belt slamiows, chemicals, sephalt, wood pulp. ¢ 


le L*)%--precieely because of the @rmamic growth of Bungerian exporte-this 
(fede relationship Net witeeseed « relatively favorable change, which trend 
ooetiowed gGurtag 1960. ie 1980 the walee of Ties trade reached 28.4 
bilifee foriate. Mungerian exporte emownted to 12.2 billfies foriats and 
imports to 16.2 Dilliee feortece. Thus, the defici« has decreased from 6.5 billics 
foriete te 1979 ce 3.9 Sf) lice te 1980. Trade relations became sore “elaenced, 

bet (he composition of Bumgertien goods etill comtinued to be 
Thee. the termination of tariff limitations by Austrian perteer could belp 
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the 

le e@¢ities te the elreedy gent iowed aeteriale — semi-finiehed goods, Hungeriae 
e— alee comtein significant smpunts of agriculteral and food progucts. The 
retio of finmiehed inéustrial goods is wousualiy 
hel. The retic of consumer goods ts 
the ierger pert of our tmporte is aede 
fimiehed goods. Ae a= euemple,. the 
tapert ic 15% while that of compumer 
cam Gowbt thet am teprowemence is the 
by « conptinwed divisios of labor withis 
cowl¢ reea.t ie am iscressed exchange o 
im the a@etaworable balance of trade. 


Set to tio reeee trede, it would aleo be 
compenies to pay gore attention to quality sedévert 
pro@e te known. This goal could be furthered by our participation at 
imternetions| trade faire in Vieuma, Klagenfert and Gres, as well a6 at warious 
other ‘rade shows, exbibite and comferemces. Last, bet sot i 

>@ Seceseery to improve the etrectere of the Bumgerian goods exported. 


Abowt « Sendred Cooperative Veotures 


Developments in trade can be enhanced through various cooperative ventures 

in pro¢dwctice. We signed owr firet Cooperative Agreement on Economic-iInéurt ria! 
end Techmical Cooperation ic 1966. By September 1979 we signed « sew, ten-year 
agreement. The emecetion of this agreement is being sided by the Sungerian- 
hesttien Geveral Joint Commission. The mioetes of the Commission's sewenth 
meeting. for emample. comtein the following statement: “The two partoers regard 
it impertest for the Beropeen cowntries to facrease their bilateral end multi- 
laters) cooperation is the areas of epviroamental protection, transportat ios 
and enerer.” With respect to these two couptries. « cumber of encouraging 
results hewe slready bees born in the region of exviroumental protections and 
‘fenepertetion. These cooperative relstions, end possible developments in their 
economic-indéustrial cooperation hewe also served as significant topics for 














dimcueeion of the agemde of the April 1960 wmefficial meeting of the Hungerice 
ane the Austrian beede of state. They Bewe @lecusseed, for example, the poeetibic 
joist exmplcitation of the brows coal (lignite) fields in the border sress, 
improving (he infrestrectere of towriem, cooperstion comcerning (he sl amiow: 
Ledwetty en¢ e'ectrice) emerey, o* well o¢ tmprowemente is (renepertetios. 


Today there are roughly « “anéred cooperative ventures is effect between 
wengerien en6 Austrian companies. The iaterest of these companies imi ude 
virtually 21) Dremches of industry. And whet is apet sigsificent,. shout forty 
of these cooperative weeatutes comcers the aechise fadustry, end shout thirty 
the .bemical eo¢ phermeceutical im@uetries. it is likewlee soteworthy thet 
the melority of the qgeetiowed weetures is cooperetive progecticos tewolwe emai) 






low Tecest ones: 
Mechine Tool Pleat of the Ceepel Works . 
hewe signed af agreement of cooperation. which gakese it poesibie for the Ceepei 
Plemt to quadruple ite emporte to the do) : 

the two comcerne will jeimtiy ples ené aaaufact 
eoel fite seatiy date the Sungerien pleat’ 
negligible factor that the Austrian partoer 
treditiomal company Emown throughout Europe. 











\odet 4 Cooperative agreement ane ¢t 

Trvet. om the ome hand, amd the Austrian Mayr-Helabef Company. om the other. in 

the cowree of the seat 5 rears the LIGNINPEL will supply the ries 

am imcressing quantity of paper ecrape. while the letter wil 

car@boarée paper for menefacturing packing materials. The empusl welve of mutual 

éeliweries will reach 250 wilifes foriate. Set the Austrian e=terprise will siso 
t 


extend technological aié to ite Bumgerian pertoer. 
Jcant ané Subsidiary Companies 
al 


Leet. bet sot lesec, we quet alec gention a2 agreement on touries thet wee sigzued 
only recently by Dr Vilape Saghy,. the Minister for Domestic Trede. and the 
Presiégent -f the Council om Touries. and Dr Staribecher. the Aust rian 


Josef 
“Minister for Trade an¢d industry. The significance of this agreement of cooperst ios 
comcerning towriem is angéerlined by the fact that withie our tourist 
shout 405 of our Veeters touerietse are aade w@ of 
towrfes of thie neighboring cowntry that is directed toward Bangery has basical iy 
cuadrupledé in the cowree of the past 10 rears. This agreement encompesses. among 
others, regione] planning for towrias, cooperstive efforts 
and setere protections, oe well os support for such cooperstive veetures 
Humgetian ané Austrien companies thet concers themselwes with the construct ios 
of watiows protects. At the goment, five hotels are being built in Sungery through 
joint Auwstro-Bungerian efforte. A oumber of these will be opemed ai 
the early part of 1962. These ere to be followed by the comstructios or 
remowation of others. 


Ac the present there are eight 
Amome them are thoee that deal 
alee @ention the 197) agreement thet regulates cooperative efforts is 

of tariffs, os well es amother agreement concerning the protection of industria) 














rights, whicd wee iimewlee signed te 197). There are ower tem jolat Auetre- 
umeert lee esterpriees thet fumetioe ie Awetria, while tle Budapest five Aust rice 
@ubeidiary compestes ood fiwe regions) offices eahance the cooperation betwees 
the tw commtries. Sereewer, the Guembere of Gommerce cleo play « significant 
role te premetiag @etusl cooperetioe. 
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working (ame Geet be offset by raising the efficiency of ecomamic ectiwity, 
by | SprOwLe@ Che or pan.cetios of the pro@ectian processes. by mxxberns cing 

tecteology. Dy re@ucing the sources of losses, Dy iatroduciag effective 
by Tegroepieg the workers. As «4 rule, central f 





aes 
~y sot be weed, 


éiing popeletica’ 
$ *. Ae @ Pele, the five-day 
oft per week, in ebdition to 


the 

oonditiome prescribed in this resoletiom ere met, respectively within the 

oemtrally established liomgite om the standard hours per weer. The Gecisia 
to chamee ower to « shorter workweek lies within the competence of the oe 
ployers. To Subsetantiete sech « Gecisian, « Program must be Grafted om the 
basis of the pertinent regulations and directives, jointiy with the local 
organ of the trede qiicom. with gue consideration for the ac 

tiene. The Program must specify the tasks ir comjupction with the change- 
ower to the shorter workweek. The Program gust comtain the following: 


a The tech ical-ecomemic, organisational, manpower-regrouping and lost- 


e The tasks related to prog@ection cooperation and to prowiding services 
for the popu.stion: 


re 














¢. Seme@alee foe the pregection. shippiesg aed sale of comeamer goods. and 
for providing services. 


edvance with them wit? the hea th, cultural, traneportet.om— including 
4.80 Steggered working Soure--trede and emergy-suppiy organs. and cooper - 
at.ne enterprises) . 


"he Proera® Geet be Gebeted with the workers in the same way af the i- 

\ective Smt rect and gust be finslised oo this besis. The purpose of such 
hee. tetiome is to Getime the local tests and forme of solution. om the 

besis Of the central reguletions. 


is the Program the ecomamic Organ seeumes Treepomseibility for changing ower 
to the shorter workweek sccerGanmce with the ceptrail, sectoral and re- 
gioma, requirements. 


*. Por information and comtinwous comtrol of implementation, the Prograes 
mest be submitted to the supervising organ (in the case of coopersetives, 
to the clwirmen of the Budapest Mumicipal Cowncil apd the mgegye couwmciis) 
~-PBy 15 Deme 198) of the case of «2 chanpgeower between 1 and 6 July 198); 
-—By © Jape 196) if the case of «2 changeower between 7 and }) July 1981, 


--At least ome @oeth in e@wance im the case of « Changeover between 1 Aug 
eet and }) December 196); and 


~—By | October 1981 os the case of « changeower scheduled for 1962. 


5. Om the Bbesie of the Program. « Bulletin must be prepered thet has to 
comtain the following: 


e The geaseres affecting the operation or ecomomic ectivity of other 
oreans (traneportation. trede. cultural organs, child-care institutions. 
etc.) 

>. The tasks releted to freight transportation (loeding and miloeting) ; 


c. The camber of workers affected by the searure: 


i? 

















*. “Se workers work seote@ule, amd their starting and quitting time, 


. The Gete of introduction. 


*. in Gee cose Of Budapest employers, the Badapest Mamicipel Coumcil will 

reqelate seperately the circle of ecomomic orgems obliged to 

orGinetion by the coupes), and the contest of the Bulletins. 
councils 


.o. Tee Bedapeet Semicipe. Com@peil and the aeegye 
it) Que comeigeretion for the Branch directives 
posed Spaesures an¢ wil, coordinate them with the transportation, trede, 
pub. ic-Dbeelth and cultural institetions end enterprises. 


Ll. Tee Getailed comditions 
for staete-e@ministratian and 







“208. Dy the competent minister, 

tion and caultere with differences 
eech brarch). by the branch sinister. 
Labor apd the Batiomal Council 


i2. TT esd the iatrodectian of 
ieters will ieewe directives 


1). Witham the framework of supervision, the 
*inwously @omitor whether the introductian of 
oweding in esccordance with the regulations. 


4. The Council of Ministers requests the Baeticnal Council of Trede Gnicns 
tc aac an the umplementation of the provisions of this resolution. 


lS. The present rescolevtion becomes effective the day of its promulgatian; 
samultaneoesly Resoletion of the Council of Ministers Mo 1034/1974 (4 July) 
~ the Purther Expansion of the Workweek's Re@ection will be rescinded. 


Signed: Oyorgy Lazar, 
Chairman of the Cowncil of Ministers 
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INVESTMENT PLANS, PROBLEMS DISCUSSED 
Factors Determining 1981-19865 lowestment Policy 
Wareew INWESTYCIE | BUDOWNICTWO in Polish No 1, Jan 81 pp 1-6 


|Article by Albis Plocica: “Determining Factors of Inwestment Policy in 
the Years 1981-1985" ) 


\Text) Inwestments are sot ⸗ goal in and of themeelwes but are one of 
the means of carrying owt higher goals (social and economic ones) ap- 
propriate for particular periods of the country's 
opment. Their sizes and structure depend upon 
different weve to the whole ecomomy, the level 


economic development, and the economy's economic needs and capabilities. 

Through the production forces and resources, and the needs which arise, 

the lewel of the economy and social devel have an impact on the 
ion 


opment 
size and strecture of inmwestments in the country, and their execut 
creates technical potential which aids in 
increased national income, and improved 
tions for the population. 


i 
d 


As the result of imwestment ectiwity there are created in the economy 


watious sorts of components of fimed assets serving production, consump 
tion, social, liwing, and cultural purposes. 


lnwestment policy hes an important impect on the economic balance in th- 
cowntry, incleding foreign trede and market balance. 


lowestments prowide the technical base for the development of produc- 
tion and services, that is, the technical conditions for their increased 
supply, and for modernization and an expens 

eveilable goods and services. At the same time they create certain 
‘obs, conditions of employment, and a rise 

means that they increase market demand. Sere 
sire their feportent rele in creating demand and add that in each 
zloty of realized inmwestment outlays in the country there are over 40 
eroscy of payroll fund, which creates a certain demand on the consumer 
market. Independentiy of this, the large sizes of investments and the 


. 
: 


i9 








increase in them bring about « rising demand for the means of produc- 
tion and capital goods needed to carry owt the investment, as well as 
4 substantial demand for rew mterials and other materiale and power 
needed for production and for the operation of the plants built. 


These important functions an¢d compequences of investments do not exhaust 
their role in socioeconomic development, however, because investments 
serve many other important socioeconomic functions, with which we must be 
familiar both in order to find strategic solutions and in oréer to com 
éuct current economic policy. 


‘ the other hand, investments at the same time require considerable 
economic outlave ultimately cowered owt of the national inmoome of the 
country. These outlavs ia the realm of investing reduce the portion of 
the national income which could hawe been allocated to increase the 
population's curren: consumption. 


fence, investment policy is an extremely important part of the country's 
owerall investment policy to which it should be subordinated. It should 
take into account the capacity and needs of the economy and serve the 
higher goals of the country's socioeconomic development . 


In the realm of imwestment policy of the state many complicated socio- 
economic problems come into play. The following are among the basic 
tasks of this policy: 


Determination of owerall sizes, the rate of growth and the rate of invest- 
ment during the various periods of the development of the country, 


Delineation of the directions and structure of investments in the economy 
and the ratios for distribution of investment outlays between sectors of 


the economy and branches of production, from the viewpoint of comprehen- 
sive and effective development, 


Determination of the allocation of investment outlays according to district 
from the viewpoint of proper distribution of production forces and socio- 
economic dewelopment of regions and the effective use of human and raw 
materials resources in the country, 


Definition of the principles, instruments, and parameters of the invest- 
ment system to regulate investment activity and stimulate the efficiency 
of imwestment processes and the effective use of outlays for investments. 


Other tasks and problems of the country’s dictated by the situation and 
needs of a comcrete stage of socioeconomic development usually go into 
this. For example, at the present time one of them is the rapid increase 
in consumer goods production. Others are a rise in housing construction, 
the acceleration of the development of agriculture and the food economy, 
the elimination of imbalances in economic development, and so on. 














It would be impossible to discuss in « single article the determining 
factors comoerauing all the elements and tasks of investment policy of the 
cowntryw during the next fiwe-year period. For this reason we are present- 
ing in it omly the most important facters determining one of the elements 
of imwestment policy, the determination of the sizes and sirecture of 
investments in the economy during the next five-year period. After all, 
this is one of the most important elements aot only of investment policy 
bet of all economic policy, one which is decisive in such basic questions 
as: the ¢istribution of nattonal income for accumulations and consumption, 
the rate of development of the economy, the sizes and strecture of prodec- 
tion im the future, and the lewel and structure of consumption by the 
population. 


The sizes and structure of investments in the economy can not be set arbi- 
trarily. Thew depend on many factors which fall into two major categor- 
ies: the needs and possibilities for investments in the economy. 


It is extremely difficult to qeantify imwestment needs in the country. 
These needs appear in ecomomic organizations’ demands for inwestments, as 
presented in the form of investment proposals for ecomomic plans, in the 
demand for capital goods, in the demand for warious commodities, and in 
shortages of production capacity to produce them, in the shortage of hous- 
ing and pwhlic bealth facilities, and also in the low lewel of develop- 
ment of wariouws areas of the economy or regions, inadequate management of 
certain rew materials, shortages of wehicles, the lack of emwirommental 
protection equipment, and so on. 


Despite a wery active inmwestment policy throughout the postwar period, 
the imvestment needs in owr country comtimee to be great, and in certain 
areas they are constantly om the increase. 


The maim sourcesof growing imwestment needs are the social and economic 
processes of development. The broader and more rapid these processes 
are, the greater the inwestment needs usually are, because under these 
conditioms the country’s various social and economic problems require 
solutions. 


Demands for imvestments arise not only out of the processes of ec] iminating 
areas of underdevelopment in specific fields but also owt of requirements 
stemming from « high lewel of dewelopment. Thes, for exemple, invested 
branches of production create inwestment needs in the realm of reproduec- 
tiom of worn owt fimed eseets end their modernization and supplementation, 
beceuse the failure to meet needs in this area leads to decapital ization 
of fiwed assets, and the hampering of technical progress ant production 
development. Excessive deferments to meet these needs in later periods 
subjects the economy to the risk of grave losses. 




















An Umportant source of imwestment needs is the demographic processes in 
the cowntry and at aleo the processes featuring 4 great demographic rise 
in the popalation of prodection age for whom new jobs gust be created, 
as well as the processes of an excessively low natural increase in the 
population. In the Lest imetance, the shortage of labor creates the 
necessity of accelerating the processes of modernization of technica) 
potemtial anc the mechanization and sutomation of production processes, 
which require inwestment effort. 


At the present time the large iowestment demands are creating unmet 
prowing cultural, social, and ewervday living needs of the population in 
the realm of howsing and wunicipal com trection, social welfare and pub- 
lic Dealth, hRigher-grade cultural goods, touriem, recreation, better 
working conditions, emwirommental protection, the use of machinery to 
repiace jobs which are burdemeome or harmful to bealth, and 60 on. 


At the current stage of Poland's socioeconomic development, this type of 
investment neec is becoming greater and greater. 


in summing up this section of the deliberations aenéd translating it into 
comerete terms, we must emphasize that ender the comditions Poland faces 
comoerning the 1980's, the substantial imwestment needs are the result 
and will be the reselt of the followlmg socioeconomic processes and 
phenome na : 


the need to make wp for delars and backlogs and to sccelerate the develop- 
ment of market prog@éection and services and tc eliminate prodgection bot- 
tlemecks and economic imbselances, which will call for large expenditures 
for the dewelopment of agricelture and the food complex, the housing 
oomstrection complex, market industries, the power inéustry, transporte- 
tiom and communication, the constrection of public health installations, 
ané so of, 


the rapié development of scientific and technical progress in the world 
and the needs to inculcate it in our country also, 


the dewelopment of ecomomic intercommections and iaternationsal exchange. 
which make it secessery for those production areas which are or can be 
the subtect of progection cooperation end export to be comstantiv up 
avredec in terms of product eodernity send production gethods, which also 
reqeit © ceTteain inmwestment octlars given the demands of the internation 
al maerbets. 


the mee¢ to expend within the ecomomy intensive production methods set 
up for more effective management of the fundamental production processes, 
thet is, redeced lebor increases end restricted resources of raw mater- 
ials, other materials, and power; this calls for the expansion of the 
processes of gsechanization ead sutemation of tasks, the introgéuction of 
mocern techmological methods, whose execution is alec related to isvest- 
ment »eeds, 

















the need to reproduce and modernize production- and nonproduction-type 
fixed asset resources which are important in the ecomomy and wearing out, 


the substantial differences which still exist in the level of socioeconomic 
development from one region, town, and srea of Poland to another, differ- 
ences which require inwestment outlaws and their proper regional distribe- 
tion to eliminate also. 


As the result of the rapid dewelopment of industry, substantial investment 
are already occurring and will continwe to appear in the realm of resolving 
the growing problems of emvirommental protection in the country. 


Of cowree these are only the major processes and phenomena the solution of 
which giwes rise to specific inwestment needs and will comtinee to do wo 
in the distant and near future. 


Skill im preo‘ecting the dewelopment of inwestment seeds, their nature, 
soope, and time of occurrence is important to proper investment policy. 
For this reasom too the inwestigation and forecasting of investment seeds 
should be expanded with the same exactitude as the forecasting of other 
social needs. 


Nomethbeless, alongside the knowledge of inwestment needs, the possibili- 
ties of the ecomomy and the state in the inwestment realm are of funde- 
mental significance to the structuring of ecomomic policy. Sere it is 
first of all & qwestion of economic, technical, personnel, and organize- 
tion possibilities. 


Prom the viewpoint of socioeconomic possibilities, sech factors as the 
following hawe an important impact om the sizes and structure of invest- 
ments in the national econc#mrr: 


the sizes end material structure of generated aational income and income 
for distribution anticipated during the planned period, 


the population's consumption lewel achiewed in the country and the need 
to maintain it end to increase it according to plan, which determines 
the limits for the distribetion of national income for accumulations and 
for comseumption, es well es the lewel of the inerstment rate during the 
planned period, : 


the balence-of-peyments situation in the country and its export-import 
ability éuring the planned period, 


the belaence-sheet possibilities for supplying imwestment projects with 


the -eceseary emoents end items of machinery, equipment, and other 
capital goods Guring the planned period, 
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te cowetry's lLeweetewet elteetios te the tebttel period, eepecialiy the 
slate of comtieeiee leweetueete, the etrwetere of the (reesiag oot com 
Sitting of \Sweeteeret es, eet the ef fectiveneee of the leweetment precesece 
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* emt 18 Getere.e.gg (* eleee emt etrutture of lLeweetmente is the 
cowat ry Trlr preeemee creetee certele peeetdilities esd terriers te 
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eftecte o8 the eoomeer. te other worgse, ee come coy thet the setwert of 
three ‘ectere emt thelr queetificetios éetermiae the eptims! sizes of 
Loves(@eate is the ecoacmy Gerigg « specific peried. This is obvieusiy 

* wer eptiews, becouse the setwork of theee fecters eat their 
etremat® of tmpect ere eublect te chenge ot tige. 


tm eeelee sioee of lewretmwer ie the cowetrw Lead te Geer e@verse soc te- 
“CoP Rl CORPO e~rR o# Sich cas be comseiéered ia tee cotegerics. 


 ' fet ereep ef effects complete of emeeeetive et thtrews) of sects! 
~i.ave eat frescerces free the eptere of consumption te sliccete then 
‘of imweetments, leading te the ieterreption of apeettiag of ecoaemic 
be.emce, incletding gerbet belemee, ent te the restriction of growth or 
ewes 8 Geel ime the etemterd of liviag of the popuie- 
ties ter «6 gives perice 


Tee ec @¢ gteep of e¢weree effects of excessive ievestmeet cossiets of 
acveree phememrne .° the ieweetment ectivity iteel’, phememease Mick 
re@ece the effectiveness of (he loweetaeet precesees ead the effective 
owes of Ce oetlewe aete for teweecmeete. Geeeeeive leweetaret sl see 

jeed te *he ¢leteetioe ef leweeteret teleace ic the ecoagmr, secoarertre- 
t o8 of (eweeteeret  eeeutoces en¢ cetiers, Guerees l the com 
pietloe of Leweeteret ere pects, the preleagetios ef cycles fer carrying 
ot emt o@p.etiag (imete.letioge. « tiee io levesteret commiterset sead 
‘reerting est i= *h coete of completing beweseterets. ea¢ siee te « Gee) ine 
i* the Gee ity of Che wort perfereed ead the iastelletiogs cossetrected. 


S'S gTeepe of theee stvetTee We eppeetet 15 OeF couRtTY ss 
th — te the peers 1 971-19°), at Ger eocummy te 
ettlil te#liag the reesei ts 


oot lmeeetment i° the ecomemy ⏑ SOVET Ee fo: Loe ete 
sic effect it -@ede te the fo.lewias 


* derliee te the crete of erowth of sredectioes ead of aetieas. teceme ts 
the letere end ewer te etegeetios te thie eres, 








lS owt whet ehewld teclhede the follewiag among the aost 


peper test fectere wile) ere Nempering of will Bemper the sisee ant growth 
rete of teweeteeets Gering the firet bel! of 


trejwet lewel of gemerated aetiogsl tecome ond aetions) tacome for distri- 
betes te 1971980 ent « emell eseticipeted imerease is it in the sent 
‘ow veers, 





wstewerebic belemee of paeruente of the country, the aved to repay foreign 
sete, amt the reetrictioms os leweeteent taperte, 

* very emteworabdie gerket «ltustion slengeide rapidiy rising cash | 
' the poepeletion end the seed te aeiateia ead thes to taprowe the 
popecetion’s etemferd of living ead consumption. 


et oe try te describe these factors briefly. 


Me (he Teeuit of e@weree loteraal and externas. comditions, imsteiaences is 
‘™ ecomomy, « ebortege of raw gatertials ead other aaterialse and power, 
(he gfowt) rete of aeterial production ead aetiomsl tecome has been low 
dering the peet few veers. The samuel riee is setions) income for distri- 
betioe Nee been 2.7 percent in 1977, 0.7 percemt in 1976, end in 197% 

| 980 there wae ewen « decline to the lewel of generated and distributed 
“etioms! lecome compered toe the previces year. Ic 1960, as the result of 
pte@ectios steppeges end the crisis situation, «6 well os serous crop 
feilere is eagriceltere, the decline te the lewel of setionsl income is 
eebetential This Nes « grewe igpect of isvestment possibilities is the 
~ omemy Geriag the ceat few veers. Analyses of the conditions of develop- 
meet show Chet the growth rate of generated aetiogs! iacome during the 
wet | peers will be low, amoeeting to an estimeted 2-) percent per year, 
cet, owiee to the seed to restore eqeidlibrias to the coustry’s balance 

»f peyeeets ent to reper the foreign credit arranged earlier, the rise 

ie setiemsl isceme for dietribetion will be still lower, sad edditions! 
foreign debt wil. probBebiry be iacurred. 


At (he eee Clee, owlag te the serioews leck of goneyp-mgerket balance end 
the ferther wery rapid ciee in the population's cash income, it will be 
oeceseery to further reece the share of astionsl iacome devoted to 
\Qweetments, in orger te iacresse the resources in the consumption fund. 
Te thie eiteetion, it is ¢iffiewlt te talk sbowt « rise in tavestments 
om the scale of the ecomomy Gearing the set 2 years. 





De ewbeteetial decline is the rete of growth of iavesteents in the 
-owetry See already occurred between the years 1976 and 1980. In 1976 the 
Tle. is teweeteents emgoceted to only 2.2 percent, while the figures in 1977 
ood 1978 were 4.) percent and 1.6 percent, respectively, and in 1979 and 
\980 there wae « decline to the lewel of fowestments ic relation to 1975. 
Let os recall bere thet the ples of tevwesteent cetlays in 1960 amounted 

te 666.2 Bbilifes slotys. 


ett. 





Limiting of emciuding (he possibility for édewelepmest or aodersiaatice 

of the ecomomy or for « rise in the stemdard of liwing, the imculcaticn 

of CecDeicel pregress. the éewelopment ef economic cooperation ead ister- 
Setiome. emecheange, or the poesibilities for etiliaiag leber resources or 
other pre@uction factors te the country fer ite seciceconemic éevelopeent, 
which represents the gost serious social end ecomomic lose, 


Getapitallsation of timed aseetse, which require costiausl aodgernisation 
and reproduction, and the leck of inweetment capacity is this ares 
to substantial economic losees of thie sccount, 


excessivel) slow seletion of qumerouws socicecomomic probleme, like 
© imisetion of imbelesces in vwerious 
the ewe. of socioeconomic development 
another, creating a technical base for 
science, education sad geese cultere, public heal 
protection. 







Teerefore the inwestmest policy of 
¢ilemma: To what extest end for how 
restrictions in the economy last’ 
call for substential limitetion in the sizes and rate of imvestment is 
the cowmtry eo thet the fends sot expended for that purpose can be direc- 
ted to the gexigum extent to « rise is the production of consumer goods 
and current consumption, ia order to bring sbout 

merket suppir. 
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Of cowree, seriows shortages is the supply of comeumer goods and the 
resulting importance of aarket matters and the iseve of ongoing consump- 
tion suggest the selection of just such « direction in 

bet it is « getter of seeing that this ection does aot go om too long end 
leed to serious aéverse sociceconomic effects for tomorrow. 


it is for this reason that alongside there should be basic types of sections 
going in the direction of the following: 


maximum exploitation of existing production capacity end plants to expend 
proécection end services without investment, 


a shifting of gurt of the Sesic prodection apperstus is the econcmy to 
the pro@ection of the goods and services apset seeded on the aarket, 


refuel, in-depth guidiag of the investment structure in the econcer, 
~ceese in this srea there ere substantial possibilities for oweral! 
inwestment outlay economies to be found withis owr ecomomy, and at the 
some time there are possibilities for increasing the investments is the 
areas most secessary for the econcmr. 








The draft ples for 196) calle fer ievweetuents of 530 billics sletye, 
which eeene « further Geciine ts the is 
which @ecline will emownt te 126 biliies sletys ts relation te 197% and 
© shout 100 bilifes aletye is reletios te 1960. 

the 


. 
: 


growth of leweetmente is 198)-198) based os astiomal income of the coun 
try wii. be wery low. It te te be supposed thet the sizes of cutiave 

si located for ieweetmente ie 196) will be ot the 19768 lewel at beet. It 
will Get be eetll the following peare (1964-1985) chet their rate of 

erowth Sight eppremimete })- > percemt per pear, if the situation is good. 
Owing te the showe-mentioned comditions end, showe ali, to the seed to 
improve the @erket situation end the stamdard of liwing of the popule- 


ties, if te te be emticipeted thet Gurimg the seat fiwe-year period there 
will aiee be « further édecliee is the share of aetionsl) income devoted 
to levweetwecets. in comsetent prices, is 1971-1975 the share of set 
investment owtlaye if setional imcome tecressed clearly. amounting to 
1%.5 percent is 1971, 22.2 percent is 1972, 24.6 percent is 1973, 27 per- 
coat in 19°74, amd 26.6 percent if 1975. Frome 1976 of it begen « gredual 
éecline, 26.7 percent in 1976, 27.2 percest is 1977. 26.1 percent is 
1976, and 23.2 percent ia 1979. 


According to the 1980 ples, this share was to hewe been 18.4 percent, 
bet in practice, owing to the failere of asetionnl 
lewels, it was about 20 percent. The seed to direct 
income to improwe the gerket sitestion end the ongoing 
the popeletion ie the ressoe thet during the next 2 years this 
decline to 14-15 percent. It would soem thet « further decline 
iovestment rate ic the economy would be cousteriadica 
would ren the riek of losses and aeéverse effects for feture. 

woulé require the interruptios of « grest sany costiauing iavestmente, 
Wich would lead to the serious freezing of outliers and to the decapital i- 
tation of existing fined eseets is aeny areas of 
ereatiy slow the processes of reprodecticon ent andernizstics of f 
aeeets ic inévetry. This would aleo aeke it impossible to iacresse out- 
lave for the éevelopment of howsing construction end asrket production, 
agticeultere aad foots prodéuctica, 
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the 
It ehouléd be added that in the socialized economy ebout | ioe 
tlotye must be alioceted each year just for the reproduction of wre 
et {ined aesets, to say soothing of the costs of godernization, which 
ere bighber. The rete at which sechinery end equipment weere cet in gen 





industries is wery high. For example, in the leather industry the rete 
ie 52) percent, im the eineral industry ower 5) percent, ant in the food 
and timber-paper industries, ower SO percent. 

Viz: “Imweetyc je 1979 c” [Tewestments 1979), published in 1979 the 


» 
Main Statistical Office (GUS), p =x, amd “Rocenik Statystrceay 1980" 
[Statistical Ammasle 1980), > 72. 

















The encessive reduction ef 
oom wowléd gfeve.y hamper 

bel the Situsetions ie this 

from. of teweetmeste begue 
the rate of growth of taves 
sary te telé @ oF éelibere 
maeoy lewesteent projects, wick 












hehe, lOwestmest commi taents 
to C@mp.ete lewestments whi 
liom sletye by the end of i 
ovutieve for ieweetmente is 
apownt te sbowt 530-560 billiee sletye, thie queens thet if a) 
ovtleyve were ¢irectiy merely te 
about 2 and «4 Bell yeare to comp 
in prectice thie will be « longer 
owtiaeve hewe to be alleceted to 
Tuc 





lo 1981-1985 there will aleo be 
éirections ené etructure of iaves 
for theee changes are the 
mrket seeds evoked by the 
ent the need to egualige the belence wi 

t the édewelogment of certain types of social comsumptics. 


ii 
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Againet the backdrop of these seeds, in investment policy sress such as 
the following will be gives aator pricritr: 


housing cometrectios an¢ seighborhood lent development, slong with the 
comstrection of hoepitele and health services feciiities, 


agticultere and the food complex, in oréer to accelerate food proéuction, 


premnches of garke: ané¢ export pro@uction in industry end services to the 
pope iatios, 


ondertekings related to i=proWing the effectiveness of senagement of 
row meter‘ais end other geteriala end fuel ant power, iaprowing the 
quality of proéuctics, sad so on. 


Thies ie the reeelt of the presently wery rapidly growing demand for the 
production and services of the sbowe-mentioned ereas of the economy sani 
aleo the reselt of the fect thet the sizes and rete of investment in these 


ereas for very many veers hae been fer iower then in industry. especisiir 
ia the industry of the means of proéuc tics. 
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Tee @ate gtiwee ta the table shew thie. 
Theee Gate indicate thet ower « peried of aeay years. 


out.eve Cer pro@ection lLeweeteeets ie the ecomomy rose sore rapidiy thee 
thoete for ieweetmente ie the social commumption sectors, 


et the Game time, the share of outlewe for pro@uction tevesteents wae 
wery Sigh ame coptiquselly increseed, while the share of lavesetments 
withioa the social consumption sectore deci ined, 


‘rom | 86* co 1876 the rete of outlaws for agriculture were lower than the 
evetege for the economy #6 « whole, aad their share of 

ovt.ave io the economy €1¢ sot exceed 151) percent and basically remained 
ot the same lewel for 20 wears. 


Ageinet the background of previous delays the éewelopment of agricu)- 
tere end the wery lerge. erpent food needs, it te already becoming secee~ 
eary cer.ae the sext few peers and later to endertake « qumber of seasurees 
aod to tmeresee outleve greatiy, incleding ioawestment outlays for the 
development of agriculture and food production. Active investment action 
mest eRcompass agricelture iteelf and the processing of agricultural 

‘ood iteme, industries serwing agricelture (chemical fertilizers, plant 
pestici¢es, farm implements and aechinery, building materials and other 
materials), the sphere of purchasing end transporting fare products, 
storage and the sale of agriceltural food products. 


\iompside the necessary ovtlave for the chemical fertilizer inéustry, 
‘arm machinery, and the Gewelopment of technical services for agricul- 
tere, it is necessary to increase outlays for the development of fare 
comtrection for villages and the building agsateriais industry. Urgent 
needs are appearing in the resale of facilities and equipment related to 
the perchasinge of farm products, storage, warehousing, processing, and 
trameportation of farm products. The shortage of these facilities and 
.ostallations is causing tremendous agricultural product losses. The 
cotiawse for lend reclamation for agriculture aleo seed to be increased. 


Specialiete eetimete that the share of outlays for agriculture and the 
foo¢éetetf«e complex, which is presently about 22 percent of all investment 
owtlawe in the ecomomy, shoul¢ be fundamentally increased during the 
next fiwe-weer period and amount to et least © percent of all outlays. 
wing to the seed co gobilize entappec reserves of agricultural produc- 
tiem growth end to taprowe the effectiveness of the outiayvs aede, it is 
s\s0 essential to gake changes in the inwestmeent structure in favor of 
priwate farming. At the present time, state farming sccounts for about 
~ percent of all inwestment ootleve in agriculture, while the coopere- 
tiwe sector accounts for about 25 percent, and the private sector only 
abowt 3O percent. This is « substantial departure from the structure of 
the farm prodection generated by these sectors and fram the structure of 
the «Tea of cropland which these respective sectors heve svailabie. 














The imeresee im the Sisee end share of leweetments is the sbowe-ment loned 
etTees of proguction ee¢ services requires 4 reduction in the share of 
leweetment cutiave ‘or industry, especially thet ef the qeeans of produc 
ties. giwen the wery ligited owtleve ewatleble threughowt the econcey. 


Ae le table shows, (hie (a@duetry enjowed preferential treatment with 
regeré te (eweetewents for sany years. 


As the result of the aany veers’ priority eseeigned to the dewelopernt of 
iaéguetry producing the means of pro@uction, its production increased by 
mre than SOO percent from 1960 co 1978 (im fined prices), while the 
predation of the means of consumption increased by only 380 percent. 
Tee share of total indwetrial predection édewoted to the geans of produc- 
ties, which amownted to 55.9% percemt in 1960, increased to 64.1 percent 
bw 19°75 and 61.7 percent in 1976. 


Tt is tewe thet Goring the 1970's the outlays were increased and growth 
was scoeleTated ‘or the progection of comewmer goods, bet the sizes and 
etru tere of this preduction are presemtiy inadequate, perticulariy in 
wiew of the great increase in paerroll fund expenditures throughout the 
© opemv. In this commection end alee in commection with other causes, 
swbetantial shifte in indwetry ere essential in the structure of invest- 
ment ocwtleve end of production capacity to fawor the scceleretion of the 
predgeciton of consumer goods. exports, end the development of « base of 
copreéuction item. 


Om the basis of the existing comditions ané possibilities, the following 
types of imwest@ents in industry should be given priority: 


The most effective and eéwanced towesetments in terms of execution being 
cont inued, whose completion will reduce the freezing of investment out- 
leave and accelerate the growth of the production gost sought efter, 


Fifectiwe godernication loweetments gesrec aeinly to em imcrease in gar- 
ket proéuction and «a rise in exports, « decline in ssteriais intensive 
mess anc energy intensiveness, end improwed effectiveness in the agenagement 
of labor resources and other production factors, 


Sms. new iowestments of high effectiveness and with short completion 
petiogs geared to the mobilization of essential garket and export produc- 
tion, and the development of serwices and ioccal industry. 


in the weare 1961-1985 there is «a seed for substantial shifts in the type 
sirectere of iméwetrial tewestwentse. It will be necessary basicaliy to 
reetcict the comsetwection of lerge plans end complexes, as well as large 
imwestment programs in the raw materials, metallurgical, metals, and en- 
gineering industries. During the next fiwe-wear period the economy cannot 
affore tc undertake capital-itntensive expenditures which take « lone time 
to complete but teke weers to prodece effects or new investments geared to 











& Queetitetive imcresee in production capacity. This follows not only 
irom the reduced outleve for teweetwents is the economy bet aleo from the 
sienifteantiy declining imeresees in the lebor force, the worsening ¢if- 
ficwlties with rew materiale and other materiale end power, and the 

lower effectiveness of this type of iovestuent. 


The besic problem comsiete of the fact that the rise in extensive tavest~ 

@ents consteting of the comsetruction of new plants and « quantitative 

riee if production capecitios creates « great, cumulative, ewer-increse- 

ing Gemand for « rise in emplowment and asterial-technical supply, ix 

porte of capitel goods, craw materials, and coproduction items, and also 

« \eree (eereaee in the Gemend for power, wehicles, and eo om. All 

these fectere will be difficelt te obtein in the coming five-year period, 

and io commection with thie fect the dewelopment of extensive investments 

would lead to further tensions in the balance between the aarket and the 

@conemy sod equilibrium in the country. The development 

of the extensiwe trpe te characterized siso the 

ciwes rise to greet seeds for the basic production factors created in 
creat 


the supply sectore (those of the geans of production), it es in 
them edditional leweetment needs and becomes an additional source of 
ioweeteent pressure on the pert of these sectors. In this way it brings 


about « cumulation of suppiy 
eete in motion « self-driving sechanias 

of those Dranmches prodecing theese resources and 
io these branches. Under these conditions there 
balances in dewelopment, ee well as shortages of resources for the 
écevelopment of the branches which produce comewmer goods and of the areas 
ef social consumption. 


Iowestment Policy for 1981-19865 
wereaw INWESTYCIE | SUDOWNICTWO in Polish Wo 1, Jan 81 pp 7-11 


Article bw Arkadiusr Woloweevk: Problems of the Investment Plan in 
1o8)” 


Text The economic difficulties which our country is presently exper- 
lemcing require « limit om oetlare for inmwestments. This is an obvious 
aotion which is generally recognized, bet its more immediate concitions 
ond effects are rerely considered. Hence, it is from this point of view 
thet the current toweetment siteation must be assessed, and this aakes 
.\t Beceesery to reach deeper to get at certain problems of the invest- 
Sent structure. 


The oresentation of such an assesement end, against its beckdrop, of its 
kev problems which need to be resolwed and decided upon requires first 

of all « compideration of the actual condition which has been crested 
throagh the action of the past few wears as a basis. It is not generally 
known to anv real extent, because up until now the appropriate informe- 
tiem in this area was not entirely owt in the open. This fect made it 

















permit for 4 number of veare the conduct of an investment policy which 
hed mot the slightest chance of enduring for amy length of time. It 
consisted of making decisions to begin construction on an excessively 
large oumber of new investments fer which insufficient outlays were 
sllocated. No attention here was gives to the 

implied by the typical ratios for distributing ou 
years of inwestment execution. Of course this is « 

tion, but given « period of approximately 5 wears a6 a cycle for car- 
rying owt ioweetmente, we can say that the rational organization of 
thie process would require the following: sbout 10-15 percent of the 
totel outlays éuring the firet year (developing the land, excavation, 
fowndation), about 40-50 percent during the second year (constructing 
the shell, part of the basic outfitting with machinery and equipment), 
aad 35-50 percent during the third year (finishing, machinery and 
equipment). Usually more than 10 percent of the outlays were not 
sllocated for the firet year of contracting. When for many years 
higher needs for outlays began to grow during the next 

realization of the investment, it turned owt that the 
able to maintain euch « great burden of inwestments carried by the 
national economy, that the economy could mot allocate the reouired 
outlays for the warious investments begun. 


ln owr country the current inweetment commitment is estimated to be 
at least 1.3 trillion slotys. The economy should still spend this 
must more, in order to complete investments begun in previous years. 
Up wntil now more than 700 billion zlotys has already been expended 
for these fowestwents, and this amount is what is called frozen out- 
lave.* 


if we compare the total sizes given with the owerall sum of the out- 
leave which the etate has allocated for inwestments during «4 year, 
which sometimes happens, we come up with relations which are confusing 
end far from an objective reflection of the real complexity of this 
problea. 


if we know that in 1981 the state intends to allocate 535 billion 
tlotws for inwestments (about 100 billion gore than in 1980), then it 
cowld seem that in less than 3 years, without undertaking any further 
new inmwestvents, we could “discharge” the existing commitment, which 
means we could finish the investments already begun and undertake the 
es biewement of a new one adapted to the needs of investment volicy, 
bot that is not so. The problem is far more complex. The source of 
this complexity is to be found first of all in the specific nature of 
e bost of inmwestment undertakings and the structure of the economy's 
investment needs. 





*The sizes presented bere and further on are greatly “rounded off,” 
bet they still approximate the real date and basic ratios. 











in the firet case it is a question of the fact that « sumber of under- 
takings, mainly in extractive industry, metallurgy, and the chenical 
industry, call for a tar longer execution period than the so-called 
average investment completion cycle, because in these inst aces that is 
the rational requirement of the investmeat process. 


To explain the second case, which is of fundamental significance to show 
the complexity of the abowe-mentioned problem, it is necessary to por- 
tray the basic elements of the investment structure. 


The targets of the investment plan for 1981 envisage the major direc- 
tions for investment outlay allocations shown in Table 1.* 


Table 1 inciedes first of all those areas of the economy in which the 
size of investments should not be reduced. This pertains particularly 
to housing investments, land development for this purpose, and invest- 
ments of the population and market industry. It is essential to min- 
tain «a preferential system of treatment for these areas, obviously. 


in many of them it is necessary to assure continuity and an even flow 
of investment, because investments in these areas are accomp!] ished over 
relatively short cycles. Hence, in this instance investments in the 
above-mentioned and other areas cannot be treated identically. 


Given the need to give preferential treatment to the above-mentioned 
areas, it is not possible to guarantee the necessary outlays (even at 
the 1980 lewel) for a host of other areas, ewen for socialized agricul- 
ture, volunteer projects, the purchase of machinery and equipment not 
related to constrwction, including that necessary for reproé@éuction and 
modernization projects, and so on. The main burden of the outlays 
restriction falls on the so-called basic industry ministries (item 11 
in the table), for which it is possible to outlay for investments 63 
percent of the total outlays expended in 1980. Here it is important 
to pav attention to the fact that it is mainly in these ministries 
that we find the highest investment commitment. It is substantial in 
the transportation ministry, the ministry of market industry, and in 
socialized agriculture (items 7-9 of the table). 


For the purpose of orientation, we can assume that in the above-mentioned 
ministry growps the investment commitment amounts to about 950 billion 
zlotys. The outlevs which would be essential in 1981 for the rational 
continuation of these investments are approximated at 320 billion zlotys. 
Meanwhile, eas the result of detailed assessments it turns out that in 
1981 only abowt 150 billion zlotws can be allocated for these invest- 
ments. This follows from the fact that restrictions on the execution of 
continuing investments in 1981 approximate sbout 170 billion zlotys 
altogether. At the same time, if we compare the size of the commitment 
and annue!l outlevs for investments mentioned bere, then we can see that 





* Date in the table are approximate. In the table the ministries and 
areas of the ecomomy are in an order other than that usually used, so 
that the areas currently given priority come first. 














Table 1. Major Directions for Imwestment Outlay Allocations in 198) Plas 
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(a) Description 4) Population 
(>) Amount of outlays for 1981 in a) housing construction of urban 
billions of zlotys and rural population 
(c) % iméex to size of outlays in b) private agriculture 
1980 c) crafts and trades, commerce 
(4) National economy 5) Sciemce, education, culture, health 
(e) Socialized economy 6) Trade and tourism 
(f) Breakdown of above totals by 7?) Transportation and communications 
ministry, administration, and 8) Market industry 
area: 9%) Socialized agriculture 
1) Mumicipal and housing econemy 19 Volunteer projects and investments 
2) Plant housing construction from special-purpose funds 


3) Voivodship offices (such as, 1) Basic industry, including: 
land development for housing (g) power industry (h) mininme (i) 
construction metallurgy ({) farm and beavy mech- 
ine industry 
12) Reserves 








for gore than © weare® it would be necessary te allocate all the 
ovtiays for lewestment comstrectiog ia the copwespondiag sinistrics 
for The C@Btinestion of ieweetaents already begun is orger to complete 
thes. 


Newertbeless. in the lomg rum it is# <¢ifficelt te eccept totally 
giving @P SOF Sew Ereetments ewes ic the areas which do aot enjoy 
priority ané preferential treatment. The actual period seeded to 
complete lowestments in the feur shewe-gentioned sinistry groups 
would alee extent to ° of § wears. These projections are aot 
theoretical. They follow from the real commitment and the real 
strectere of imwestments wich hewe been began in our cowntry bet 
mot completed. This picture could change in the case of definitive 
¢tecowrapement of the comtinuation of certain lewestments which are 
being maintained. 


The Sext prodiem ¢ifficelt to resolwe is the ares of investarnt 
management is the matter of the e@ministration of re 

lewe.s of machinery and equipment stock which has beer sccumelated. 
These lewels occur gainly is indeetry, end their wal 

about SO billions slotws. Of this smownt two-thirds 
purchases, including more than 60 percent from capitalist count 
There are two causes enderlvring the creation of these supplies: 
premetere perchase and delavs in the emecetion of « qumber of 
ments. Beth cawses are directly related to the showe-sent toned 

i hwestment owercommi tment. “Most of the sachisery ‘ss eer 
accumelated for «a dozen end some relatively emormoes iovesteent 
projects. Gemce, the possibility of using it depends directly on 
the poesibilicy of comtimeing these iowestwents and the comfit ions 
ender which ther are cont inued. 


In the light of the situation presented and the limited tevestment 
possibilities, it is essential to monitor all the inwestweents being 
carried out ané to édeterminre their future fate. Ia practical terms 
this pertains only to inwestments in the prog@ection sphere in the 
abowe-mentioned four ministry groups. We should aot defer the deci- 
siommaking in this regard, because this would be equivalent ant oaly 
to comtiguing to realize a broad front of iawestments, the deconcer- 
tration of imwestment activity and «a delay in the attaiament of 
results from these wendertakings. Dut would 160 meen wasted power 
ané resources in those instances in which work would contiage of 
those investments which would later be classified for interruptios. 





Theoretically approaching targets im this realm, it is justified to 
éivwiée absolutely all imwestments into the following categories: those 
which should be beld up, those whose execution ahould be restricted, 
those which shoulé be allocated for other purposes, and, finally. 





lowing calculation: 950 billion glotys: 150 
4.3 veers 


*This follows from the ‘o] 
Dbilliom flotws per wear = 








theese which ehoeld be completed is the normal way. The categoriza- 

ties of imweetments end sesigument to ome of these groups must de 

besed of lowestment oetlay totals anticipated for the waerious sinistrics 
and gust take inte scc@wnt the interests of the extire economy, incl ud- 
ime the ministries" cooperetios relationships, something which is not 
alwers reaper tec. 


As eweryoue known only the possibilities for inwestment in 19681 are 
known. Se etill de mot hewe the targets for the whole five-vear plen, 
whic ate particelarly important for inmwestment activity, because this 
i* activity which tewolwes « sumber of pears to carry owt individual 
protects amd tasks. Omder these comfitions it is essential to specify 
even wery approximately the possibilities for iawesteents beyond 1968). 
In the light of cerremt cemditions, it would seem that we should aseume 
thet in the waerlows eiatetries they will be similar to 1981. This is 
0 impertent aseumption, because failure to recognize this could creste 
sopes for greater poeetibilities te restore investments held up even in 
\S8., which eaeewaption woeld sem wemreslistic. The knowledge, on the 
other head, of ewen the amoents of tawestwent possibilities in 1982 

emt ‘etere wears ts essential for a realistic assesement of the situa- 
tiem amd for the optimum, realistic classification of various continas- 
ima ioweetm@ents in the sinisetries. 





\o menr inmetamces the cetlavre established for 196] are making it pos- 
sible te carry oot « relatiwely emall cumber of imvestments began in 
prior veers, sometimes ewen an insignificeat fraction. This occurs 
peTticwierly in the eintietries of whet we call basic indwatty (item 1i 
im the table). This is alee why it seems that is these sinistries we 
soeld comsider the situation in which all costiaued investweents are 
\mterrepted ant éetereine what oetlays are needed to protect thes 
oreperiy. If the limit om ocetlaers for investment construction set 
tor the sinietry emceeds the sums necessary to protect continuing 
Lowestments, then their serples could be reallocated to sdévantage 
firet of all te those imweetments in which results can be gained the 
=>st quickir. 


* cam eewame thet the siteation ic 1982 will be somewhat gore favor- 
able, because outlars to protect the installations held up, which 
weigh beewily om the 1981 imwestment ples, will a longer be needed. 


if the @inietry's aenewwering room in sdministering the established 
siee of cotlewe is greater, then the approach to the assesement and 
classification of imttleted iewestments can be sore flexible. The 

ij oestments whice ate so. wery fer salomg should be those classified 
for imterreption firet,. end then if the seed exists (owing to further 
\imite om the oetleys), then other inwestments further along can be 
éiscoet iaved. 











(5 (Me ceee 9) (ODOn  eptet beveetaeete, — of ergeeteet ioe) 
\eveee Femelle te be tee lead ont temee core of. isterrupted ltereet~ 
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went of (he scope — ems Glee th siieetion of 

spo tempt lete @et.epe ‘er thie perpece. 
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Ome 9) (he were Getic .peted fer pretectiag taterrupted construct ioe 
oeeumes e@p oveeet oof the perre.l fend releted te 
eeeete — elites represeet amewetes 
oer Pleeeed. bet thet te order 
ome ‘leeme lel be.e@ce, cottete reserwes ehoeld 






lett owt of Che beleeeetheet, becouse thee thie fect eeuld coetribeute 
te « @Qherwetice of beleeee te the eoouwer.* 


‘imilerly we teke Ge @el he concepts of coweriag posetbie cuties for 
(™e purchase of aechisery end equipmeee for taterrepted comstruct tos 
‘i! these — the coete of ewerseniag 
oot salegeeréing cometrwction sites owt of aeeiaterest beat credit, °° 
‘wt ‘old etel.er reseerwetions te this regerd. 


‘ore we cleo Oring @ «© remert comeereiag the prectice of the pest 
— rears of eeing Sent credit to fiasnce so-called prepersetory 
oork for Gow teweeteeets Seay of theee leweetaeets are presently 
wit eet ceoaditiess for ispiemeetetion eat is resiity ere tacressiag 
the ich the eufferiag of eccowst of the emcessive 
wamber ⸗⸗ ¢ecietems aetge. it showld be edged thet the 

~et eve for tCheee perpoees were aot iacleded te the tevestaest ples. 
ond the coet-oet ieete walee of theese teweeteeets (6 sot taclated te the 
ovest@ec’ Commiceer' tetel preseete¢. Precticalls epeeting., sigost 
l\ these lowesteeete for wich oaly the preperetery wort Ses beer 
Some. wll. Newe te be stopped. ©°° 


— ader — oditiess, éieceurege the prectice of 
“[=>.¢\iog loweetments consi¢ered repeirs, ouch os the “orwe Sowte 
"rese ‘ofeteee if seteew, Sigh-epeed erteriais. ead others 

eeThis iacorrectis reéeces the eo is ~et eof ieterreuptiag the ene- 
etioe of ievestapete it weld eeee thet thie credit eheeid Seer 
terest bert of "he leveeteeet coset, wich, a6 the freee t of 

.sterrwptioen or deferral, ‘or emampice. eould tacresse of this sc count 

eeeThe Netiows. Bene of Poleat could supp iy Getatled iaforustice ead 
™ .u8 ios > t248 Gur ect 
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ALommeide the siteraative of taterrupting execution, often called for 
by the @ieletrios, (here ie alee the elterastive of restricting the 
enecetion ef the \eweeteeet. This comstete of ellecatiag outlays 

power Clee tCheee regetwed. it should be seted that such «4 prectice 
would comttiowe the dleerecefel policy of “slewing up” investments and 
élepereing loweeteent activity, a8 comfucted @uring the past few years. 
Mie te « Merefel prectice aimed at Coleweting end sanctioning ¢elays 
8 ef Ty ime oot lewestmente and reductag inwestment seffectiveness. for 
each slety leweeteeet, te this case Lesser effects are obtained than 
8 the eee of proper ewbeidiaing of the various investments being 
catt.ed owt, according te the seties of the well-known economically 
prowed primeciple: carry owt « emell qumber of inweetments quickly, is 
Téer te ebtels the reesulte of them quickly. 


The oeat sltermative for reselwing the problem of continued lavestments 
te the eeeesement of powetbilities for assigning « given construction 
‘or owt peoees other then thowe originsliy pleaned. This alternative 
ehowld be weed eepecialiy io theoee tastances where the tavesteent is 

st wery ter elem eet when ome siready mmows that the given sinietry 
wt ioe ( Ont few wears will soc be able to restore the corresponding 
ioweet@eets. This soletion is soctally gore beneficial then the def ini- 
tive imterruption of the iawestment. Initial fiadiags show that this 
altermuative can probably be applied in the case of certain installations 
whose emecution hes been interrupted. This applies, for example, to 
imetalletions to beck up comstruction, which can be adapted, for example, 
te ease the shortage of production ares in the pharmaceutical industry. 


Firet of ell, tewestmente which ere furthest slong and have «@ high 
jewel of effectiveness end those which are urgent from the viewpoint 

of copro@ection egreements and the elimination of bottlenecks is the 
ecomomy end is the various ecomomic organizations should be categorized 
for completion is te aormual aenner, that is, in 4 comrentrated way, 
with the proper subeidiging of outlays, secause focusing outlays for 
these purposes cae ineure the greatest lewel of inwestment effective 
sees given the current difficult conditions. 


Tee gowermment Sas epecified which of the large investments (those with 
+ walee exceeding « billies slotys) should be held up under the current 
emditions. This applies to about SO iavwestments, asialy in so-called 
cestc legwetrv, end this includes ewen construction in power industry. 
le their own eres the sinisters carry owt the task of interrupting 
_oweet™ents in relation to « far larger sumber of investments whose unit 
walee is lees thes « Sf lites gletye. This applies to several hundred 
(nweetment tasks aitogetber. Bence, this is a difficult task, and 

\. =wemy ceases, perticuleriy is the industrial siaistries ia which 
wedrede of tesks related to igvestment construction are carried out, 
it will be secessery co ese the showe-mentioned sethod of first of all 
assessing the effects of interrupting ao]. the investments begun, which 
se Seems those which Sewe been selected by the gowermment and those 
others which fall withia the sinistry’s jurisdiction. 




















the abovewmentioned govergment decisions, slomgside the selection of 
\afge imweetments to be interrupted, eleo taclude instructions concere- 
.og (he maintaining of « qumber of economically tapertest large iavest- 
mer’ prejecte ie the pies, especially these whose walue exceeds «4 bil- 
lice slotwe. Practically, therefore, the einietries hawe the tack of 
optime. dietribetion of the totel cutiayse established for then, after 
taeiSe owt the owtleays seeded to comtiaue the large investments which 
the govermment hee earmarked to be continued. 


for clarity we can present the following general outline for proceeding 
in the ginietries, with the goal of ultimately epecifying the content 
of the ieweeteent pleas for 1961. Withia the framework of the owerall 
Limit of owtlaye set for the ministry for investment construction, 4 
éiviston should be aade into the following: 


|) Beceeeary outlays to comtinwe the large inwestments a6 decided by 
the goverment, 


.) Seceseary outlays to iaterrupt and protect: a) large investments 
designated by the gowermment (ower a billion zlotys), 6) other iavest- 
nents (wader « billion glotys), 


}) the remainder, which will make it possible to continue some invest- 
ments from the group epecified in 26), amd in this case there are stili 
avallable those outlays which would be essential to iaterrupt sand 
protect those (avestments. 





we can use the example of a few ainistries to show the difficelty of 
the situation and the possibility of proper edministration of the 
limit om owtlave for investment construction set for 1981. 


The investment construction needs of the ainistry of engineering 
industry were approximated at about 19 billion zlotys in July of iast 
veer, at i2 billiom in October, as the result of the necessary restric- 
tions, which would permit the continuation of ebout 150 investments 
which Bad been begun in the sinistry and were being carried out, in- 
cluding about 50 which would be completed in 1981. The limit on out- 
lars for inwestment comstruction of this ainistry was set at about 4.9 
>illiien glotws. The experience of 1980, in which the work om gore than 
60 investments Sac alreacy been interrupted, permits the estimate that 
the amount of owtlars obtained is basically esdequate to cover the costs 
of interrupting the completion of many investments, with the exception, 
for example, of three large investments, whose further completion has 
been recommended by the gowermment. This will be further confirmed br 
» detailed calculation of the costs of interrupting and safeguarding 
the rest of tme comstruction sites. Within this sisaistry there is n0 
possibility of continwing ewen those investment tasks which could have 
been completed in 1981. Nor is there the possibility of managing the 
supply of machinery and equipment, and given the projected difficulties 
with cancelling comtracts and orders already placed, we should count on 
an increase in this supply. 








im the eisietry of cometruction end building gateriais industry, there 
ere about 450 isweseuments being t⸗ fer the sinistry’s owe seeds. 
Giwen the limit om cutlaye a6 set for 1961, it would take 
to complete them. About 5 biliies sletys ef outlays would 
the isvestmente which could be completed ts thie sintetry 196i. The 
owerall limit for the aintetry, howewer, wee set at 4 billions slotye. 
Thies ts about 5O percent of the 1960 lewel. is eetallurgy end the 
heavy machinery and fare mechine tadustry the outlays for 1981 are still 
lower. 


— 
is 


These examples are an eloquent illustration of the results of 
ment decisions undertaken éuring the past few years which have 
cowered with possibilities for executing thes. 


the inveet- 
mot been 


On the other Nand, is there the possibility of improving this situation 
ond imeurine «t leset the outlays secessery for the imvestments which 
cas be compieted in 1981" Such « possibility would exist if outlays 
were reduced in other sectors and branches of the ecomomy, but in view 
of the currently essential priorities in investment policy, as we have 
presented them, this is practically unrealistic. Practically speaking. 
corrections in owtlayse for the warious sectors anéd branches of the 
economy cammot be significant. 


We should aleo ture our attention to the tensions caused br the shortage 
of reserve outlays in the 196] inwestment plan, in the probebiy 
reduced profile of owtliays for woluenteer projects, end is heusing con- 
struction” owtlers set too low to geet seeds. As ome reads the indices 
of the rates given is the table for the outlays for housing construction, 
he should keep in wind that the taske of the plan for this construction 
in 1980 were carried owt to only about 60-70 percent of the target. 

In practical terms this means that in this sector too there is a lack 

-f growth in outlays, which would bring the supply of housing closer 

to the needs and would reduce the average waiting time for « housing 
assigument. The need to reduce in 198] the overall size of investment 
outlays, particularily in the socialized economy (by about 15 percent) 
will therefore still not make it possible this year to approach the 
realization of the socially important goals set for investment policy 

in the next few years. 


The results ewoked by the ewents and decisions of the latter half of 
1960, including, for example, the reduction in the extraction of coal, 
are creating difficulties in the proper balancing of the investment 
comstruction plan and making it impossible to take full sdwantage of 
existing production capacity in the building asterials industry. It is 
projected that the production capacity of the cement industry in 196! 
will be wtilized to the extent of about 71 percent, while the percentage 
of production capacity utilized in other sreas will be as follows: 61 
percent in the realm of roofing paper production, about 56 percent for 
steel construction components, and about 70-80 percent for plastic goods 
for construction seeds. 














The possible Gecisios to give up exporting cement entirely does sot 
fully reselwe the situstion either, because in 198] cement deliverice 
will be abowt 1) percest lower then the prewiows year. The shortage 
of rolleé products ie estimated at 70,000 toms at least, Wile the 
eawn lumber shortege emowate to 40,000 cubic setere, and the plastics 
shortege appromiastes § percent. 


Hence, ewen the relatively low investment construction ples for 1961 is 
aot eatirely Dbelescec. This requires abhowe 4]] the management of 
appropriate reserves ead supplies, imcleding those coming from the 
halted cometrection sites, and calle for greater thrift is the consump- 
tioe of materialise. For example, it te estimated that cement consumption 
exceeds sorme by ebowt 29 percent. If these losses were reduced by 
hail, (hen the shortage of coment we are experiencing would éleappear. 


Alongside deliveries of materials, one of the major factors to insure 
the accomplishmest of plas tasks is the comtrecting potential of the 
-o@trection end inetallation enterprises. The envisaged size of con- 
struction and installation work on behalf of the inweetment ples in 
198) is subject to « reduction of about 11 percent is the socialized 
economy, but it is increasing in part on behalf of the nonsocial ized 
economy (by about 14 percent). Alongside this, « certain rise is 
projected for work owteide the iowestment plan, gainly for repeirs 
(about «+ percent). On balance, however, construction end instelie- 
tion owtpwt will decline br about 5 percent. 


It could seem that this would ease the tensions brought on br « short- 
age of comtracting potential, therefore, especially in housing ané 
social construction. On the other hand, this is sot entirely certaia, 
because slongside the above-mentioned shortages of materials, the 
Strecture of work is subject to change. Therefore, everything depends 
on adapting the cometruction potential to the structure of investment 
work is 1961. 





It ie estimated that the potential of the eiaistry of construction and 
oeilding materials industry on behalf of investments, which amounts 

te sot guch ower 130 billion slotys. will be used for the needs of 
about 100 billics slotws" worth of comstruction for housing, social, 
ond local plan seeds, which seans that only somewhat over 30 bililiocs 
tilety« cam be allocated for inwestments in the production sphere. 

This shows the seed in 1981 to increase general comstruction poter- 
tial by about 10 billiom zilotys. including ecceleration of land devei- 
opment for howsing construction, and at the same time the aed to limit 
the potential of the industrial construction enterprises by about 15 
billion slotwse compered to 1960. This is « difficult task and has « 
nost of organizational and economic consequences, because usually the 
proguction technologies are different is industrial construction and 
housing construction. Tadustrial construction askes a profit, dut 
hows ing construction shows a loss, whic? correspondingly impacts the 
economic technical indices and the sevroll fumé of the enterprises. 


~< 








Ail Cheee probleme, slome with the sew deciesons on wage imcressce in 


the cometruction ie@ustry, require review and proper steering to achieve 
the intended goa). 


in the Sew situation, which te « breakthrough and entremely difficult 
iof the COmetruction industry, 4 situation stemming from the structure 
of the ioweetment ples for 1961, much depends on an underetanding of the 
tasks Wich cometrection workers face and of the effort put inte carry- 
ing them owt. Much alec depends of the attitudes of 

should give wp the pressures applied in the past 

qumber of investments simultaneously ené aleo to 
mot inciuded in the ples.*® Much too depends on the construction inéus- 
try ané sesociations, particularly in the resale of structure] and organi- 
tational teeke. 


betTe it showlé be remembered that the shift in the potential of industrial 
cometrection is fawor of general construction is sot serely « seed of 

the year 1981. Thie seed hee already existed for several veare and will 
sliec appear is the decade of the 1980's. The execution of thie maneuver 
Will determine whether or sot it will be possible to increase the rate 

of howsing cometruction in vears to come, which is so desired in the 
practical reals of our country’s socioeconomic Gewelopment in the vearse 
to come. 





The year 19*] is to be of monumental imgportance to investment const ruc- 
tion, mainly as the result of the seed to interrup end safeguard « 
oumber of comstruction imvesetments, a6 well as the need to adapt the 
structure of comtracting potential to the sew investment structure, 
particularly the abowe-mentioned increase in housing construction. The 
pians for housing construction tasks should sot be reduced during the 
year, and it is al] the more importent that we sot fail to carry out 
these reguced plans. The most significant task which we must sccomp] ish 
in the policy of steering the construction industry is to become svare 
of this fact and to get bevond mere words which do not coincide with 
actions. 


Against the backdrop of the sbowe-mentioned structure of investment out- 
lave in the 1981 plan. « cumber of further comments and reflections arise, 
bet bere we can discuss only « few of then. 


Firet of all we should point out that understanding of the country's 
current situation end the economy's investment capabilities should be 
general and complete. We muet sot cultivate illusions cencerning the 
possibilities for deweloping « sew investment “boos” after a short tise. 
Such a conception, particularly in wiew of the seed to inculcate the 
above-mentioned structural changes, should probably be rejected for the 


*as of 3° September 1980 the banks said there were 53 investments being 
executed illegally, with « walwe of ower 2 billion glotys. Esch quarter 
the banks present similar informstiocns. 
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entire decade of the 1960's. Therefore, it is not possible to wage « 
Gusi policy, om the one hand loterrupting teweetments and on the other, 
producing capitel geode which cemmot be purchased by iavestore,* or 
ordering documentation an¢ mechivery and equipment for tevestments pre- 
mturely, or for theee lowestmente which hewe aot chance of being built 
at 411,.°° 


The 1961 ples, which is for « year begianing « new stage in Poland's 
socioeconomic dewelopment policy, is atypical, it is true, partice- 
lariy in whew of the seed to interrupt gany tewesetments, but it is sot 
atypice. to the extent claimed by thoee who delude themselwes about 
returaing to 8m imweetment climate going for « year at « time or «4 

few years, with some ewen talking about the latter half of 1981. It 
ie true thet the burden to secure interrupted tovesteents should not 
be repeated after 1981, but the greater flexibility which should be 

* teatere of the ples for coming ypeare in this commection is essential 
to the execution of the abowe-men tioned structural tasks. Following 
the acceleration of howsing cometruction, we shall face similar gosis 
in the social ephere (hospitals, preschools, curseries) and tasks for 
the scceleration of the imwesetment rate in agriculture, the food in- 
dustry, services, and commerce. Hence, we are facing « lot of “lean” 
years for the cometruction industry in the other production sphere, 
especially in so-called basic industry. Starting with 1962 we can 
anticipate the possible reactiwation of the execution of certain inter- 
rupte¢ loweetmente. it is omly to the extent that investments are 
completed that it will be poesible to carry owt the reset of the invest- 
nents on « broader scale, but it will probably sot be until the latter 
half of the 1980"s that we will be able to get through the list of 
investments waking to be reactivated. 


Despite the fact that the 1981 inwestment plan is lower than the 19680 
plan, it is still wery tight. This follows sot only from the large 
aumber of interrupted investments and the fact that the plan is not 
completely balanced, es has already been discussed, but also from the 
eck of euffictent reserwes of outlays. The reserve is only 1 billions 
clotwe, and bee been sesigned to the aarket investments. in the plan. 
initially lerger outlays were projected for this purpose, but the 
urgency of the needs of continuing investments and the restricted total 
site of inwestments made it impossible to increase them, and they would 
be needed not omly for this purpose but also for other umexpected goals 
and needs which could appear in 1981. 





“During the past few years there has been «a surplus in the production 
of capital goods (machinery and equipment) ower the outlays established 
for towestore for this purpose. The phenamenon was aleo repeated in 

) 980. 


**The banks and other control bodies report such instances and pheno- 
mh ™. 














Commitment, Preeging of lovestments 
earsew OCOSPODAREA PLANOWA in Polish No 1, Jan 81 pp 25-29 


|Article by Jan Macteja: “Preeging end Commitment of Lovestments in 
the Sphere of Material Production”) 


[Text) The most important of all the errors commited in the 1970's in 
economic policy concern investment policy (if we can even say that 
there wae one), and because investment policy shapes future product ion 
programe and determines future raw-materials, emergy, and transport 
needs and the demand for labor, it determines the future lewel of the 
eetiefaction of the needs of the society and the country's place in 
the world. 


Owing to the broad interest in inwestment problems and the absence of 
a> appropriate way of informing the society comcerning the existing 
situation, it would seem useful to present basic information on the 
sublect of the commitment and [reezing of lavestments in our country. 


There was an analysis of total continued lavesetmentse in the social ized 
economy along with the investments of the voivodship offices, unions 
of labor cooperatives, agrarian circles, the handicrafts, and social, 
cultural, and sports organizations. Nevertheless, special emphasis 
will be placed on production iowestment in all sectors of the national 
economy. 


The aggregate of production investment includes about 5,900 tasks 
with a total cost-estimate value (given by the sinistries) of about 
1.7 trillion zglotys. 


They are broken down by trpe as follows: 


--investments continued in the sphere of asterial production, exceeding 
a cost-estimate valve of SO million zlotys, henceforth called unit 
iowestments. There ere more than 1,600 of them altogether, and their 
total cost-estimete walve (given by the sinietries) approximate 1.4 
trillion zglotys, 


--inwestments continued in the sphere of msterial production, with a 
cost-estimate value of under 5O million zlotys, henceforth called 
ageregate investments. There are more than 3,900 of them, and their 
total cost-estimate walve (given by the ministries) is about 150 billion 
tlotys, 


--inwestments which the ministries hawe asked to begin during the first 
few years of the next five-year period as complementary investments for 
investments already being continued. Henceforth these will be called 
complementary inwestments. There are about 350 of these investments 
on the list, and their cost-estimate value is 180 billion zlotys. 
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The analwete is based on data from sections of the Polish Nationa) 

hank (INBANK Swetem) and from lewesters tranemitted via the ministries 
as the result of following directiwe Ne 11 of the Chairman of the Plan- 
ning Commission (INKOM SYSTEM). * 


Nearly 10,000 Lewestment taska, with « cost-estimete value of about 1.75 
trillion slotys, were continued among the investments included in the 
analyels within the socialized economy, end their freezing (calculated 
here as outlays incurred by the end of 1979 and anticipated for 1980) 
approximated 890 billion slotwe. The continuation of these iavestments 
would require the expenditure of about 950 billion sglotys, if the cost- 
estimates were sot owerrun, and asbowt 386 billion elotys of this would 
be in 198), including 236 billion slotys (61 percent) for construction 
end imetallation. The fundamental share of these outlays falls in the 
sphere of material production. 


Table 1 contains information on the ehare of total investments repre- 
eented by these investments. 

Analaveis of Commitment and Freezing of lavestments in the Sphere of 
“Material Production 


In the sphere of material production, the owmber of tasks approximates 
5,900, with « total cost-estimate walue of sbout 1.75 trillion zlotys. 
Among them, 5,550 imwesetments with « cost-esetimate value exceeding 1.55 
trillion slotwe are being continued. Their freezing amounts to 710 
biiilem glotys, including about 850 billion glotys in 1961-1985. The 
ministries proposed the following distribution of outlays ower time (see 





Table 2). 
Table 2. Distribution of Outlays for Continuing Production Investments 
in 1981-1985 (billions of zlotys) 
ee — — 4rtar 
Tote, yee eet 1983 fees pees — 
commitment — — 
ee Vee ae) 74 2 bo 


— — — — — — — — —— — 





*This system was developed by the Gowernment Information Center using the 
past contributions of the INPLAN system. The figures in the analysis do 
mot include these inwestments: a) those which ministries expect to com 
piete in 1980, b) howsing construction and related investments done by 
CTSS™, c) minor inwestments which could be allowed over and above outlays 
set in the National Socioeconomic Plan out of social funds, resources, 

*) quick-return modernization ventures, e) those carried out under the 
auspices of the volunteer projects of the population. 
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Table 1. Basic Information on t 
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| Key tw Table i) 


(a) 
(db) 
{¢) 
id) 
ie) 
(f) 
ie) 
th) 


(1) 
(2) 
(3) 
(4) 


(5) 


Description 

Source of information 

Number of continued tasks 

Coat-estimate valve 

Projected fulfillment to 31 December 1960 
Outlave envisaged to be borne in these years: 
Commitment after 1985 

Billions of zlotys 


Total tasks continued in the socialized economy 

Continued tasks of the central and cooperative plan 

Continaved tasks in the realm of material production 

Total continued investments with a value of more than 50 million 
rlotvs 

Continued iavestments with a value of more than V million slotys 
in the ephere of material production 

Investments with a valve of under 50 million zlotys in the sphere 
of material production 

Continued investments with a value of more than 50 million slotys 
in industry 

Investments of voivodship offices and administrations 


ué 














Additionally, the minietries are asking to begin sbout 350 taeke with 

& cost~estimate walve of about 180 billion slotys during the new few 
years. These investments are treated as complementary to these a)- 
ready being continued. The time distribetion of the outlave asked for 
for complementary iovestments is presented in Table 3. 


Table 3. Distribution of Outlays for Complementary Ievestments Being 
Requested for 1981-1985 (fa billions of slotys) 








The ministries have asked for total outlays for production inwestments 
in 198] to be about 380 billion zlotys, and in 1982, about 300 billion 
tlotvs. The requested size of outlays will probably be twice as great 
as the economy's possibilities in these years. At the same time it 

is the basic reason for the change in the inwestment program, especially 
for the need to limit it soon. 


Among the 5,550 continuing investments in the material production sphere, 
The investments with a unit valee over 50 million zlotys account for 
more than 1,600 investments representing 92 percent of the total cost- 
estimate value. The mean cost-estimate value of each of them approxi- 
mates 900 million zlotys. The remaining 3,900 and some investments 
with unit outlays of less than 50 million zlotys account for 144 billion 
or abowt 36 million zlotws each. Therefore, on the average these are 
hot minor investments. 


Table 4 contains a detailed breakdown of continued production investments 
with a unit valve of less than 50 million zlotys. 


Table 4 shows the great concentration of outlays in the group of contin- 
wed production investments with a unit value of over 50 million zlotys. 
The first fiwe investments* represent 0.3 percent of the total sumber 
but account for 186 billion zlotys, or 13 percent of the total cost- 
estimate value of this group of investments, and the 24 largest invest- 
ments, which represent 1.5 percent of the total number, account for 
about 30 percent of all outlays. 


It is useful bere to point owt two aspects: 


First, the inmwestment policy's concentration on large investments, 





*These are the following: electric plant in Belchatow, mine in Rogo- 
wiec, construction of an electric plant in Breezie, construction of 
a hot-rolling sheet metal mill at the Katowice Mill, and a tractor 
factory in Ursus. 
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Seoomd, the adeence of email production investments leading to the 
creation of email production plasts, without which large plants cannot 
operate effectiwely.* 


The completion of the inwestment program which is being carried out 
would make the existing situation still worse in this respect, and 
siongeide the need to cut the program in half, this is one of the 

met important reasons underlying the need to rewise the current iavest- 
ment progran. 


“ne decided majority of production investments are concentrated in 

industry. Besides this sector, about 500 tasks with a total value of 
about 250 billion glotwe hawe been begun, and house factories account 
for 0 of the tasks, with a cost-estimate value of 30 billion zlotys. 


in industry, more than 1,000 tasks hawe been begun with a cost-estimate 
valve of about 1.2 trillion zlotys. It is worth emphasizing that a 
whole 370 (30 percent) of the tasks with a cost-estimate value of about 
220 billion zlotys (19 percent) carried out in industry will not pro- 
vide production effects in 1981-1985 and only five of then, with a cost- 
estimate value of 21 billion zlotys, will supposedly produce effects 
after 1985. Most of them are essential, because they concern the 
complementary infrastructure for plants which are already in operation 
(waste-treatment plants, for example), but they do mot increase produc- 
tion in and of themselves. This is one of the important reasons for 
the low economic effectivemess of the investments currently being car- 
ried owt, ome evoked by the “policy” of the ministries and economic 
organization, a policy to force unplanned resources without showing con- 
cern for essential investments. 


It is also worth pointing out that in various ministries a “progran” 
which has newer been formulated is being carried owt to build 52 thermal 
electric power plants valued in the cost estimates at about 43 billion 
tlotvs. On the other hand, there is no uniform program for carrying 
out these inwestments, or especially for the possibilities of producing 
the necessary capital goods to equip then. 


Another “brogram™ which is being carried out will, upon completion, bring 
about great imports intensiveness from the II payments area and large 
exports to I payments aree (the value of exports to this area exceeds 

28 percent of production). This program consists of 15 tasks with a 
cost-estimate value of about 21 billion zglotys, 7 billion zlotys of 
which will be imports from II payments area. 





*In 1975 the enterprises which employed fewer than 100 persons repre- 
sented about 86 percent of the total number in the FRG but only about 
ll percent in Poland. Im the FRC they employed about 20 percent of 
all employees, but only 0.7 percent in Poland. (B. Brocka-Palacz: "A 
Comparison of Economic Structures With International Breakdown,” GOSPO- 
DARKA PLANOWA, No 9, 1978.) 
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Tie gteet tebelance is loweseteest outlave by woivwedship is made #till 
worse by the fect that the wotwedehip administrations’ share of outlays 
‘ot (Q@veetmente they execute alee waries from ome voivodship to another. 
Thewe ote Owtlaye égesignated largely for the comstruction of hospitals, 
otheels, am@ imetallations for culture) end eperte-recresations] purposes 
and for the tafrastructure of cometruction, but while the totel value 
f these loweetments exceed 180 Billies sletys, the Ketewice Voivodship 
recelwee © Dilliee gletwe (19 percent). Im Katowice Voivodsehip this 
amounts te 9,800 glotye per capita, compared to about 2,200 zlotys in 
tw vo.wodetipe of Ceestochows, Skiersiewice, Tarsobrseg, and Slupss. 





The thee (tf Cakes to complete lowestmente is « seperate agatter. On 
the sewerage it le wery lome. The completion time of exactiy 105 in- 
vestments among showt 1,600 exceeds * years, end « substantial portion 
{ theese ere godernization leweetments!: for example, the “modernization” 
[ the o.f CQreateent eyetem ot Jeworgno fl electric pleat has sow deen in 
regress for gore thee 10 wears already, end about 44 percent of the 
tetal owtleye Sewe Seen accounted for up to the present time. The 
sovernication of the refrigeration pleat in Debice has been going on 
still lemmer (thew ere abowt 25 percent of the way slong). More thas 7 
veets oo far hewe been spent on the conetruction of a technical progress 
su <caties cepter, om the renowation of the fined sssets for production 
the footwear plests (ia Cheleek), the comstruction of a repair plant 
in Coeleéz), ead is « substantial proportion of processing plants. if 
“e sl@ teke inte caccownt the fect that for aany investments the tise 
between approve! by ITE amd the beginning of construction emounts to 
ears, ‘be techmicel eméd technological lewel of the sew products sust 
auee .* soRe xers. 


Amelvete of the Eft ectiwemess of Conmtiaued and Complementary Production 


Towesta@eats 


The firet comelestom of the saslysis of available inaformstions is the 
~ eomemic effectiveness of the production tewestmeats being cont iaved 
ond recognized Sy the sinistries as being complementary. 


ie tree thet the belamee of payments with II payments area in 1981- 

eS te te the Sleck end amounts to } billios slotys (207 sililioe foreigs 
exchemmee tlotwe), Set this is te cceur by way of improvement during the 
eet . veers of the ‘fiwe-wear period (this is paerticulariy obwicus is 
setalleren In 1981-1985 total tewestment an¢ coproduction tmports 

‘rom 'l pewments eres ere to aeke ep oll of 98 percent of the exports 

to thle eres Gerine the same period, but the share of exports to this 
ores is to represent only %.7 psercemt of the total valee of future produc- 
tioe After the wear 1985, coprodection igports froe il payments ares 
ere to eppremfmste 25 percest of exports to countries of this srea (there 
ere ‘owmtations for the belief thet this size is lowered). it is still 
worttwhile to emphesiee thet em extremely low (about 35 percent) shere 

ls pro'ected for the total owtlays accounted for dy aschisery end equip- 
seot. eat « whele 4) percent is to come froe li-ares imports, with only 
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+ -it te lese then 9 percent coming from I payments area (about 50 per- 
emt .» to be prowided byw domestic deliveries). The effectiveness of 
iGvestments aiready Deing continued does not vary essentially from that 
‘{ complementary lawestments, extept that the letter are responsible 
tor « lt billies slety deterieration in the balance of payments with 
area il. 


Despite many declarations about the economic saneuver and the need to 
ieprowe effectiveness, investments begun during the past few years and 
thoee proposed by the ainietries are less export-oriented and effective 
tham thoge initiated earlier. Their completion will not help the pre- 
sent situation. 





in iméustry the following phenomema take our attention (we are talking 
a>out .ovestmentse with a unit valve over 50 billion zlotys): 


Firet, great capital intensiveness, 2.27 zlotys of outlays per zloty of 
anmual production, 


Secomd, machinery and equipment account for a emall proportion of out- 
lays, about 42 percent, 


Thirc, ll payments area imports account for a large share of the 
total machinery and equipment purchased (45 percent), 


-Owrth, machinery and equipment imported from I payments srea account 
for a emall proportion of total purchases (9.1 percent). 


There are great differences in the indicators which characterize the 
effectiveness of investments from ome ministry to another. In the 
group of continved investments with cost-estimate valves over 50 nillion 
rlotvs, we mote the exceptionally high capital intensiveness of invest- 
ments, which amounts to 11.2 slotys/zloty in the Ministry of Power 
Industry and Atomic Omergy, 8.8 zlotys/zloty in the Miaiastry of Mining, 
}.) glotws/zloty in the Ministry of Metallurgy, and between 1 and 1.2 
rlotws tioty in the Ministry of Beavy and Agricultural Machine Industry, 
Minietry of Engineering industry, Ministry of Food Industry and Pur- 
heses, and the Ministry of Light Industry. For the Ministry of Cheni- 
cal Industry this index is 2.6, which is a low index for this sort of 


sTocuctios 


‘rom the vwlewpeiet of the balance of payments with ll parments area, 
in 1981-1965 the situation in the “istry of Metallurgy is the worst 
minus 20 Billion zlotys), follewe . the Ministry of Power Industry 
amd Atomic Emerey (@inus 5.6 billion siotys) end the Ministry of Light 
Industry (sinus +.) billion zletys), compared to the best situation, 
Wich is in the Ministry of Chemical Industry (plus 28 billion zlotys) 
snd the Miristry of Engineering Industry (25 billions zlotys). During 
the Same period coproduction and investment imports from II payments 
area ere to make up 23 percent of the exports to that srea in the 








Ministry of Metallurgy, 24 percent in the Ministry of Chemical Indue- 
try, 59 percent in the Ministry of Engineering Industry, 69 percent ‘a 
the Minietry of Beawy and Pare Machine Industry, 204 percent in the 
Ministry of Metallurgy, end 460 percent in the Ministry of Light Indue- 
try. 


The share of totel owtlays dewoted to mechinery and equipment is die- 
turbingly low in the Ministry of Food industry and Purchases (35.2 
percent), Ministry of Metallurgy (36.6 percent), amd Ministry of 

Light Industry («+ percent). It is aleo lew in the Ministry of Engia- 
cering Industry (55 percent) and the Ministry of Beawy and Fara Machine 
Industry (58 percent). if we taxe inte sccount the aature of the iadue- 
tries found under theee ministries. The asin source of the supply of 
machinery and equipment for the Ministry of Metallurgy (39 per- 
cent), Ministry of Food Industry and Purchases (51 percent), Ministry 
of Heavy ané Farm Machine Industry (5¢ percent), Ministry of Eagineer- 
ing Industry (65 percent), and Ministry of Chemical Industry (69 per- 
cent) is to be cowntries of Il payments area. Deliveries from the 
cowntries is | payments area represent 4 email share of the necessary 
machinery and equipment. fven in metallurgy this percentage does not 
exceed 15 percent, and in the Ministry of Engineering Industry, 7 per- 
cent. 


Conclusions 


a) All the investments rewiewed hawe high individual effectiveness, 

but overall they prowide a program which is socially ineffective to « 
great extent. The investment program being carried owt in the country 
in the realm of material production (including the complementary invest- 
ments in the program enwisaged by the ministries) is not consistent 
either with the targets of social policy or the tergets of economic 
macTroratios. 


Firet of all, the comtinwed investments feature the above-pentioned 
low proexport rate to Il parments area (less than 10 percent of total 
sales) and « low share of total production dewoted to market-oriented 
industrial production (about 27 percent)®. This latter index is lower 
than the current ome. 





*This index was obtained after correcting the data transmitted by the 
ministries, which included the walue of the production of artificial 
fertilizers and cemerntworks, fare sechinery (including Ursus), electric 
nower plants, and mines constructed as part of aarket production. Be 
fore the correction, the total of sales (from continued, unit industrial 
iovestments) in 1981-1985 smounted to 520 billion zlotys; after the 
correction, 372 billiom zglotys (@ difference of 145 billion glotys, or 
28 percent of the uncorrected walve). The annual vwalwe of these invest- 
ments after 1985 without correction is 191 billien zlotys, and after 
correction, 135 billios zlotys (se difference of 56 billion slotys). 











The properties of inweetmeats helping to improwe the effectiveness of 
management Of few materiaie anc energy is low, thet is, the proportion 
of iowestmente Dbelpine to prepare secondary raw materials, to save fuel 
in heating facilities, to purify coal from rock, to produce light- 
weight (Onstfection anc ceramic aeterieis, end to produce insulating 
materials ané regulatory ecuipment. It is well known that « third 
great fursece is being Dullt at the Katowice Mil) amd that ite raw 
materials part is being expanded, but the sinietry is sot undertaking 
investments leading to « better use of steel scrap (equipment for the 
scrapping of ships, for particle pressing, for pressing omall tailings, 
ané #0 on, for example). 


The progre® ie@ecing to « deepening of the processing of raw materials 
anc eericuitural products, which would insure that they sre better 
etiiioed, te alee poor. Nor are there iovestmentse leading to 45 en- 
richment of the list of food products. Just about 411 of them focus 
of Meat and milk. The liet of meteor future producers of aarket items 
\* 4 program typical of the developing countries in the early stages 
of development. These inwestmencs are not contributing to changes in 
the food structure in the 1980's. Postulates in this sphere hawe not 
been reflected in the inwestment policy. 


The liet of future mafor exporters is exceptionally poor, especialiy 
to ll pavmente area. There is so trace of the demands for our in- 
dustry'« iavwolwement in international specialization in the investment 
police. The liet of proesport iawestments is dominated by agricultural 
investments and the sectors producing raw materials and semif inished 
products. There is mot a single proexport investment in the industries 
considered the most modern (electromics, bioengineering, sutomation, 
information ecience, and the like). This again is a program similar 
tc that carried owt im the developing countries. The isplementation 
of the investment program which has been begun and is being proposed 
will sot costribete to an igprowement in Poland’s balance of payments, 
nor to ite aseumption of a favorable place in the international division 
labor (the inwestment program being carried owt determines our 
sroduction program in the 1980"s and 1990's). 


Despite the existence of programs to deepen economic integration with 
the socislist cowntries and especially to expand the industrial co- 
ro¢uction, the ehare of iowestment deliveries from I payments area is 
disturbingly low, and this situation cannot be justified by the dif- 
ference in the technical level of the two groups. 


The ministries sre etill waging the old, well-tested strategy of 
giving priority ir the inwestment plan to the least effective invest- 
ments, which are of low social utility, and the promise of “golden 


anples” for additionsl funds, and also to forcing policy vith faits 
complis of funds for accompanying investments. 

















c) lewestments being continued or proposed in eetallurgy need further 
illumination. Firet of 211 we should show the seed for « large scale 
of imwestment. The costwestimate valve of investments approximates 
270 Dillion slotyse including LHS, but excludiag outlays in coking 
plaate and other branches of inédustry. Although they pertain largely 
to the initial phases of processing, to which the equipment produced 
ie of & good lewel in the USSR, imports from Il payments area in 
1951-1985 are to amount to 2] billion slotys, with only 7 billion coe- 
ing ‘rom the first area. The unfavorable balance of payments with Ti 
peyments area in 1982 is to amount to 79 ailiion foreign exchange 
tiotys, increasing to 148 million slotyse the next year, but in 1984 it 
is to shift to 4 favorable balance of 157 gillion foreign exchange 
ziotys. Exporte in that year would imcrease from 10 aillion foreign 
exchange tlotys to 315. Im the material structure, the share of out 
lave for the infrastructure and sumiliary installations is large, but 
the share of ouwtiaye for installations turning out end products is low. 
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lArticle Sw Stanielaw Lewicki: "New Look at Inwestments; On the Draft 
of the Economic Reforn™) 


Text) A werw important cause of the current crisis in the A: has 
been the inwestment front, which has been spread too thin and poorly 
oreanized. [Efforts were made to remedy this during the latter half of 
the 1970's, when the concept of the so-called economic maneuver was 
launched. There was not consistent, rational approach to the problen, 
ond this fact condemned these efforts to failure. 


Now that we face the absolute necesssity of reforming the astional 
economy, we are forced to revise our investment policy completely. In 
practice this will sean slowing up aany investment projects and con- 
centrating on those installations which are of particular importance 
to the future of the economy and the society. 


The decision to give up tie completion of certain investments is «4 
complicated ome which wil) hawe many different important effects. in 
the light of the decline in national income in 1979-1960 and the grave 
upgeet in the foreign balance of payments, decisions to freeze many 
inwestments are absolutely essential. Last year only 40 percent of 
the installations which were to have been put into operation vere 
completed. There was 800 billion zlotys tied up in unfinished invest- 
ments. ‘“setilized industrial machinery and equipment with a value on 
the order of 3 billion zlotys has been sitting for some tise in the 
storehouses. It would take 1.3 trillion zlotys to complete the construc- 
tion of inmwestment installations in progress. in the present situ- 
ation, we cannot afford such financial and material outlays. 

















This year « reduction will therefore be made on expenditures for invest~ 
MOle averaging 90 billions gletwe. The decisitoumeakers tamediately face 
the €iffiewlt league of selecting inmweetment tasks. We know already to- 
easy that housing construction aad social and sunicipal construction wil! 
retells their priority and ewen gain a better grip on it. Nonetheless, 
tere ore the urgent seede of extractive industry, agricultural food 
processing, and, more broadly, the whole food complex, as well as power 
industry. it was initially envisaged that about 48 billion zlotys 
would be allocated for energy investments. Meanwhile, the necessity 

of reducing total outlave for 198] meant that power industry would re- 
ceive only 27 billion slotwe for that purpose. 


Te comvereion in tavestment policy is an essential step, but it will 
certainly be pataful too. The experts estimate that investment outlays 
duriog thie five-year period will remain at « lewel 10 percent lower 
than the funde invested in 1980. On the threshold of a great economic 
reform, we must realize clearly that these limitations will have an 
imect on the country's futere development even beyond the vear 2000. 
lt is therefore the main task of reformed investment policy to soften 
the adwerse effects of today's measures of thrift. 


There is 30 way to define et « given moment the consequences of the 
forced slowing of inwestmentse for the individual sectors of the national 
economy. Bere the actions head asinly in the direction of setting the 
investment front in order. We know today that certain investment tasks 
based on the putchase of licenses @ere mistakes to say the least. 
Current in-depth analysis has shown that one could exercise far more 
favorable licensing options. We were also too hasty in giving up the 
considerations acknowledging the achiewements of Polish scientific and 
technical thought, bet the undertaking of investments on the basis of 
oot entirely fortunate licensing agreements with Il payments area part- 
mers committed enormous financial resources. A separate issue is the 
lary way that many licensing partners discharged their obligations to 
suppl,» technical and technological documentation and professional 
wersight and personnel for consultation. Such instances vere noted 

in the food industry and the paper and cellulose industry, for example. 


What Will the Reform Bring’ 


The coxtensiwe list of these shortcomings and defects in this way was 
responsible for the fact that there was an excessive increase in the 
cost-estimates of investment work, inwestment cycles became longer, 

ond there were delays in reaching full production capacity. This state 
»f affairs as it were impected other negative phenomena in our socio- 
economic life. All of this together led to the current acceleration 

| erieie tensions. Well-thought out, considered reform actions can 

be introduced to bring about the mastery of a difficult situation ia 
2-3 years. The rationalization of inwestment policy is one of the 


demerts of this constructive action. 


sé 











The basic aseumptions of the reform activity drawn up by the Commission 
on Eoonomic Reform call first of all for an immediate monitoring of the 
excessively overgrown program of production investments. This severe, 
down Lomearth check will undoubtedly bring about « great reduction in 
iovestment tasks in the near future. The commission is calling for 

the check on iewestment inetallations to review their absolute use- 
tulness to the industrial potential which already exists. objective 
& review as possible should aleo be made of the possibilities for sup- 
piving the new pliante with raw materials, partly finished products, 
electric power, and fuels. Prewiously these matters were treated very 
hait-heartedly, a factor which meant agreeing ahead of time to the grow- 
ing import-intensiveness of Polish industrial economics. The question 

! interplant and interbranch coproduction ties was treated in similar 
fashion. Often no care was exercised in locating investment installa- 
tions, and ecological requirements and the question oc” cooperation with 
other plants and complexes were mot taken wery seriously. As the result 
the distance that supplies of materials and partly finished products 

had to be transported to the installations increased, and transport 
costs rose senselessiy. 


A drive to examine investment tasks will be conducted concerning these 
matters. The draft of the basic targets of the economic reform shows 
strongly the need to associate them closely with social goals. The 
mobilization of a given installation should conform to the general cri- 
teria of the party's and the government's socioeconomic policy. The 
extent of the urgency of the needs which a given investment is to meet 
should be decisive. Therefore the program is to see priority really 
is assigned to investments which will help to dewelop the food complex 
and the promotion of export. Priority will also be given to investment 
installations which feature great production effectiveness. The order 
in which they are carried out will depend on the conditions for restor- 
ing the economic balance which has been so greatly disturbed. 


There will also be changes in imports, because the importation of in- 
vestment goods will be greatly curtailed, while the imports of raw 
materials and other materials to supply indus*+y will be increased. 

We also expect to allocate for the purchase of commodities to meet 

t>e needs of the domestic market part of the foreign-exchange currency 
saved on investment imports. Amother thing we want from the foreign 
trade machinery is the examination of the possibilities of exporting 
that machinery and investment equipment which will not be needed in 

the execution of the restricted program of industrial investments. 


The draft of the economic reform assumes that a stable, moderate rate 
of inwestment during the current five-year period will be defined. 

The index portraying the extent to which the national economy is bur- 
dened with inwestments will decline during the latter vears from 27 
percent to ower 19 percent. Great significance is attached to moderni- 
zation inwestments, which save been clearly neghected during the past 
period, despite verbal assurances that they have priority. The reor- 
ganization and improvement of the repair services to effectively 














prevent the progressive decapitalization of national fixed assets are 
& separate ieseue, and should be treated as such. Socialized enter- 
prises which are ruaning properly will receive the authority to carry 
Out their own investments out of the funds accumulated under the aue-~ 
pices of the development fund. 


Obligation to Operate Efficiently 


It will be possible to put investment matters completely in order only 
it all the ministries and institutions involwed actually cooperate. 
Therefore, we should definitively get rid of the bad practice of parti- 
cular interests and the arbitrary, voluntaristic shaping of many invest- 
ment programs. In the past the method called hooking on to the plan, 
anc openly referred to as such, was used. Such moves by investors had 
nothing to do with the desired efficiency, after all. They helped 

omly to force the construction of installations which could wait much 
longer for their turn. Often after all such methods were used for 
small group interests. Today more than one of these decisions is being 
questioned by party and state control groups. 


We can say without exaggeration that in investment policy and in the 
Gailw practice of investing, it is necessary to adhere to strict disci- 
piine. There are numerous causes for its *atal relaxation. Invest- 
ment cycles hawe been tremendously drawn out. In 1980 97 percent of 
the plan for inwestment outlays was executed, but the real plan for 
completing installations and turning them over for use showed a 60- 
percent deviation from the initial targets. The installations which 
were programmed for last vear but not completed had a cost-estimate 
value on the order of 260 billion zlotys. This represents more than 
3O percent of the totel amount stemming from the extension of invest- 
ments bevond all measure. 


The plan for housing construction, which was reduced at the very out- 
set, was fulfilled only 60 percent. This means that last vear there 
was a shortage of 80,000 dwellings which people were awaiting so eager- 
ly But although a very important one, this is only a fragment of the 
anarchy on the investment front. It will be one of the goals of the 
economic reform to consolidate the machinery for programming and exe- 
cuting investments, because without rational organization of investment 
work, other sectors of the national economy will suffer. 


iwen at the stage of minor reform, there are plans in this aspect to 
shift investment machinery and e+ ipment to those plants in which they 
nm be included in production processes. Later there will be decisions 


ca 


on the relocation of whole installations. They will be shifted to 
complexes which have the best conditions for joining them in the produc- 
tion evcle. These measures are complicated in nature. They require 
coordinated actions between ministries and the introduction of incentive 
to emcourage proper use of inwegtment goods not being used. 

















The new directions of investment policy must be wiewed against the back- 
drop of the complex economic reform. The success of this rations] 
program will undoubtedly mean leading the country out of the stage of 
economic crisis and social disintegration. It is therefore not sur- 
prising that the basic targets of the economic reform have assigned 
places of honor to the problems of upgrading the investment mechanisn. 
The execution of these changes will be an important contribution to 

the renewal of social and economic life. 
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